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100 Years of John Deere Tractors 


In observance of the 100th anniversary of 
producing tractors, John Deere is connecting 
the pride of the past with the promise of 
the future. 


The Waterloo Boy tractor (shown on the cover 
and below) was John Deere's first tractor 

and a key part of the company’s acquisition of 
the Waterloo Gasoline Engine Company in 1918. 
The tractor continued to be sold under 

the Waterloo Boy name until the John Deere 
Model D tractor was introduced in 1923. 


The 100-year legacy of the John Deere 
tractor is one of evolution and innovation. 
Today, leading-edge products such as the 
9620RX tractor (shown on the cover and below) 
further advance that legacy. Our largest 
row-crop tractors, the 9-Series boost farmers’ 
productivity by combining high horsepower 
with advanced technology. 


From the Waterloo Boy to the next generation 
of tractors, John Deere has focused on 
delivering products that connect directly with 
our customers’ work and have a meaningful 
role in their lives. 


JOHN DEERE TRACTORS AT 100 


“LEGEND 


RUNS ON 









The new C850 air seeding cart is 
the largest in Deere's fleet and can 
accurately cover 170 acres per fill. 
Its large 850-bushel capacity 
meets the needs of grain farmers 
with lots of ground to cover. 








YEAR’S RESULTS SHOW STRONG IMPROVEMENT 


John Deere had another year of solid performance in 2017 as 
our financial results staged a strong improvement. Among our 
achievements, we launched advanced new products, maintained 
our record of strong execution, and made progress carrying 
out the ambitious strategic plan that will guide our efforts in 
coming years. We also made key acquisitions that are expected 
to play an important role in our future. On the financial front, 
sales and net income were the fifth-highest in company history. 
Meanwhile, investors cheered our success by sending the price 
of Deere common stock well into record territory. 


Over the past few years, Deere has responded to a severe 
downturn in the global agricultural economy — the worst in 

a generation — by keeping a tight rein on costs and running 
the company with a lean lineup of productive assets. At the same 
time, we've kept our eyes on the horizon, making investments 
that complement our existing strengths and will drive growth 

in the future. 


As our recent performance shows, John Deere has become 

a broader, more balanced company that can stay profitable 
even in the face of steep declines in demand. In any number of 
ways, our performance in 2017 validates the work we've done 


developing a wider range of revenue sources and a more 
durable business model. 


In 2017 net income jumped 42 percent to $2.16 billion on net 
sales and revenues of $2974 billion, up 12 percent. This reflected 
improved conditions for the agricultural and construction 
equipment markets and increasing demand for our products. 


We also generated $1.25 billion in economic profit, or Shareholder 
Value Added (SVA*), meaning profits stayed well above the 
underlying cost of capital. SVA — operating profit less an implied 
capital charge — is the primary measure we use to manage 

the company and make investment decisions. 


Our performance enabled us to make continued investments in 
advanced products, technologies, and growth-oriented projects. 
For the year, Deere devoted almost $2 billion to research and 
development and capital expenditures. In addition, we returned 
$764 million to investors in the form of dividends. 


At the same time, the company maintained its strong financial 
condition. Deere’s equipment operations ended the year with a 
healthy balance of cash and marketable securities and a relatively 


*SVA, referred to throughout this report, is a non-GAAP financial measure. See page 17 for details. 
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Worldwide net sales and revenues rise 
12% in 2017 due mainly to improving 
market conditions and a favorable 
customer response to Deere products 
and services. 


Shareholder Value Added (SVA) 
(MM) 
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SVA surges for year as a result of higher 
operating profit and sound asset 
management. SVA represents operating 
profit less an implied charge for capital. 


Net Income 

attributable to Deere & Company 

(MM) 

$1,940 22188 
$1,524 
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Earnings improve 42% to $2.159 billion 
for 2017 representing the fifth-highest 
total in company history. 


low amount of debt. Our financial-services organization remained 
conservatively capitalized as well. 


Deere’s recent performance has won high marks on Wall Street: 
Shareholders realized a total return of some 53 percent 

in 2017, more than twice the average gain of the broad U.S. 
equity market. 


BROAD PRODUCT LINEUP MAKING IMPACT 


Thanks to improving market conditions, results for Deere’s 
Agriculture & Turf (A&T) division moved solidly higher. 
Operating profit climbed 46 percent, to $2.48 billion, ona 
9 percent increase in sales. 


Despite relatively low farm commodity prices, the division saw 
improvement in the sale of both large and small products with 
the biggest gains coming from South America. Further, Deere’s 
largest division broadened its global customer base and brought 
advanced new products to market, such as the S/00 combines. 


Performance of the Construction & Forestry (C&F) division 
improved dramatically. Operating profit rose 87 percent to 
$337 million ona 17 percent increase in sales. Moderate global 
economic growth and higher demand from the North American 
oil and gas sector lifted sales. Customers responded well to 
our expanded line of productivity-boosting equipment, such as 
the new 950K crawler dozer. 


In December 2017, Deere completed the largest acquisition 
inits history with the $5.3 billion purchase of the Wirtgen Group. 
As the world’s leading manufacturer of road construction 
equipment, Wirtgen will add size and scale to our C&F business 
and strongly complement Deere-branded lines of equipment. 


Deere’s financial services division posted solid profits and 
provided competitive financing to our equipment customers. 
Net income rose to $477 million while the loan and lease 
portfolio grew by about 5 percent, exceeding $40 billion. 
Financial Services is a proven source of profit and a driver of 
equipment sales. It operates in more than 50 countries and 
finances about half of the new equipment Deere sells globally. 


POWERFUL TRENDS HOLDING GREAT PROMISE 


Our recent performance and strong financial condition are 
helping us capitalize on powerful global trends that we believe 
hold great promise for our customers and investors. 


During the first half of this century, global demand for food 
and other kinds of agricultural production is expected to 
nearly double, continuing a pattern of growth that has shown 
remarkable consistency. Since the mid-1960s, demand has 


Unless otherwise indicated, all capitalized names of products and services 
are trademarks or service marks of Deere & Company. 


New John Deere $700 combines 
deliver significant improvements 


in “smart” technologies, operator 
comfort, and data accuracy. 
Featuring the latest technology, 
the machines help farmers 

get the most effective harvesting 
performance. 

















ACQUISITIONS SUPPORT PLANS FOR SALES 
AND MARKET SHARE GROWTH 


Strategic acquisitions in calendar year 2017 support Deere’s global growth strategy and are aimed at helping 
the company gain new customers and compete more effectively ona global basis. 


Companies acquired included the Wirtgen Group, the world’s leading manufacturer of road construction equipment 
(completed December 1, 2017); Blue River Technology, a developer of integrated computer-vision and machine- 
learning technology that helps growers reduce the use of herbicides; and Mazzotti, a specialty Italian sprayer 
manufacturer noted for innovation as well as product knowledge, designs, and expertise. 


With the Wirtgen acquisition, Deere gained six brands across the global road-construction sector, which spans 
milling, processing, mixing, paving, compaction, and rehabilitation. Wirtgen’s product portfolio complements 
Deere’s existing construction-equipment lineup. 


These transactions put Deere in an even better position to capitalize on the world’s rising need for food 
and infrastructure. 


declined in only two years and has risen roughly threefold over 
the period. What's more, with the world population growing 

by more than 200,000 people a day, this trend shows little sign 
of easing. At the same time, demand is climbing for roads, 
bridges, buildings, and all forms of infrastructure. These factors 
bolster our conviction that Deere will benefit from an increasing 
need for productive equipment well into the future. 


FOCUSED STRATEGY MAKING PROGRESS 


The company is pursuing a focused strategy to help customers 
and investors benefit from these favorable trends. Our goals 
include achieving global preeminence in agricultural equipment 
and a more global presence in construction equipment. 


Deere’s other businesses, such as financial services, forestry, 
parts, power systems, and turf, have an important role, too. 
They work in support of our equipment operations to deliver 
the best possible experience for our customers and highest 
overall returns for the enterprise. 


Central to our strategy, Deere is intensifying its focus on 
innovation and quality. Both are essential to gaining market 
share and expanding our global presence. During the year, 
Deere's innovative equipment continued to win high marks 
from our customers, and we made further progress toward 
achieving targeted levels of product quality. 


We are strengthening our commitment to technology, analytics, 
and precision agriculture. All are areas where we intend to be 
the undisputed leader. We believe the integration of our products 
with advanced technology — leading to smarter, more productive 
equipment — will shape the future of farming. 


Additionally, our plans stress reinforcing our strong relationship 
with dealers. Their expertise and connection to customers 
give Deere a powerful competitive advantage. Our dealers are 
continuing to make investments and improve their capabilities, 
particularly in areas such as precision agriculture, in order to 
better support customers. 


As well, the Deere strategy emphasizes solid financial performance 
under all types of market conditions. We're maintaining 
aggressive goals for profitability and sustainable SVA growth. 


NEW PRODUCTS, ADVANCED TECHNOLOGIES 
DELIVERING VALUE 


Innovative new products, breakthrough technologies, and a robust 
product portfolio helped drive our results in 2017. The company 
introduced dozens of products featuring improvements in power, 
comfort, productivity, and overall performance. 


Long a Deere hallmark, product innovation earned further global 
recognition last year, including a gold medal and two silver medals 
from Europe's leading agricultural trade fair. Honored products 
included innovative corn-head technology, ballast wheels for 
tractors, and an automatic guidance system. In addition, a leading 
group of U.S. agricultural and biological engineers recognized 
ten of our new products for innovation — more than for any 
other company. 


Highlighting our new agricultural equipment were four 
S700 combine models, the most advanced in the industry. 
Other new products included 5-Series utility tractors, round 
balers, an 850-bushel air-seeding cart, and a precision spraying 
nozzle-control system. C&F product highlights included 

an innovative production-class dozer, as well as a large wheel 
loader, articulated dump trucks, and a forestry forwarder. 


In addition, 2017 was an outstanding year for global sales of 
our guidance systems. AutoTrac precision-guidance systems 
are now available in 99 countries, covering the areas where 
Deere does the vast majority of its business. 





Using computer vision and artificial intelligence, Blue RiverTechnology’s 
smart machines can detect, identify, and make management decisions 
about individual plants in the field. 


44.6 in. 


The 950K crawler dozer is the industry’s 
largest to be equipped with a six-way blade, B 

allowing the machine to do the work of 

multiple pieces of equipment. 





Known for its power and durability, 
the 5310 utility tractor is a popular choice 
among customers in India for both 
agricultural and commercial applications. 





BEING A RESPONSIBLE CORPORATE CITIZEN 


Wherever we operate, Deere is committed to being a responsible 
corporate citizen that shares its success with others. In 2017, 
the company and its foundation made charitable contributions 
of approximately $33.4 million, helping improve lives throughout 
the world. 


During the year, the Joint Initiative for Village Advancement 
(JIVA) was cited by the U.S. Chamber of Commerce Foundation 
as the best community-improvement program. Sponsored 

by the John Deere Foundation, JIVA bolsters agricultural 
productivity, infrastructure, and public education in 13 villages 
in India with the help of employee volunteers. 


In logging a record 160,688 volunteer hours in 2017, Deere 
employees are off to a good start toward achieving the goal 
of one-million volunteer hours for the period 2017 through 2022. 
Last year’s volunteerism efforts ranged from helping U.S. 
hurricane victims to repairing a school in rural India. 


FOCUSING ON SUSTAINABILITY 


During the year, the company made headway toward meeting 
its aggressive goals for limiting greenhouse gas emissions, 
reducing water use, and recycling waste. As an example, 

our parts distribution center in Milan, Illinois, replaced the 
polyethylene bubble wrap used to ship parts with recycled 
paper. This eliminated the need for 17,000 rolls of bubble wrap 
annually — enough to cover almost 150 football fields. 


The John Deere 8400R row-crop tractor earned international 
recognition for its record-breaking performance in areas 
ranging from fluid economy to power. With improved engine 
efficiency, the 8400R produces lower carbon-dioxide emissions 
than other machines of comparable size. 





Among other milestones for 2017, Deere was included ina 
prominent listing of the world’s most-ethical enterprises for 
the eleventh consecutive year, named by Fortune magazine 
as one of the 50 most-admired companies, and recognized 
for having one of the 100 most-valuable brands. In addition, 
the company received top-employer awards in a number of 
the countries where we operate. 


ON TRACK FOR LONG-TERM SUCCESS 


As the recent agricultural downturn unfolded, we committed 
ourselves to taking the necessary, sometimes difficult, 

steps to stay profitable and emerge in an even stronger condition. 
We responded by shedding costs and assets while making 


disciplined investments for the future. Though our results 
declined from their highs reached earlier in the decade, each 
of the last three years ranked among the company’s ten best 
for sales and earnings. 


Deere is well-positioned to capitalize on today’s improving 
market conditions and respond to the world’s increasing need 
for advanced machinery and services. What's more, we're 
committed to doing so ina manner that produces value for our 
customers and investors well into the future. 


I'm proud to say there has never been a better time to be 
associated with John Deere. Our company has enjoyed great 
success for 180 years, yet I’m confident its best days are 

still ahead! 





Updated large square balers deliver technology improvements, 
including an integrated moisture sensor, a bale weighing system, 
and the ability to clear the feed system from the tractor cab. 


On behalf of 
the John Deere team, 


(ha 





Samuel R. Allen 


December 18, 2017 
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Deere's performance in 2017 was helped by strengthening farm 
and construction markets and the impact of ongoing actions 
to manage costs and develop a more resilient business model. 


. a e Worldwide Parts Services opened a new Regional Distribution Center (RDC) 
— Net sales and revenues increase to $2974 billion, up 12%; in Miami, Florida. Miami RDC serves the growing Latin American parts 
earnings are $2.16 billion, both the fifth-highest in market, strengthening our global parts distribution system. 
company history. 


— Improved financial results and continued asset discipline EQUIPMENT OPERATIONS 


Propet Shea ata snliete — Operating profit for equipment operations surges 50%, to 





— Cash flow from operations continues to be strong, $2.82 billion, helped by improving markets for A&T and C&F; 
at $2.2 billion for the enterprise. results drive improvement in SVA. 

— Capital expenditures are $586 million, plus about $285 million — Deere acquires Blue River Technology, expanding its portfolio 
for acquisitions. R&D spending is $1.37 billion, reflecting of precision ag solutions. Blue River specializes in technologies 
investment in advanced new products and technologies. that help growers make management decisions about 

individual plants in the field. These technologies hold t 

— Dividends paid to shareholders total $764 million, ee perenne cies aac La 


or S240iparchata: potential for use in a range of crops. 


— Engine business continues investing in advanced powertrain 
solutions, including new 13.6-liter diesel engine and 
inline after-treatment emissions technology. Rated at over 
680 horsepower, the 13.6-liter engine will be the most 
powerful model in the Deere lineup. 


— Deere named to listings of top employers in Brazil, Canada, 
Germany, Spain, and the U.S.; also recognized as one of 
world’s most ethical and admired companies. 





— Divisions make progress in achieving distinctive product quality, 
a hallmark of our brand. 


Deere & Company Enterprise 
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Deere's Agriculture & Turf (A&T) division improved its overall performance, making gains in — With stabilization in the North American 
key markets and experiencing a positive response to new products. A&l is focused on developing ag markets and higher sales abroad, 
advanced products that help our customers be more productive and profitable. A&T operating profit rises to $2.48 billion, 


compared with $170 billion a year earlier; 
SVA more than doubles, to $1.28 billion. 



























— S700 combines launch, representing the 
most advanced combines in Deere history. 
Four new models automate harvesting 
operations, allowing the combine to make 
adjustments as it moves through the field. 
In addition, the new 700FC folding corn 
head improves performance with a cross 
auger that provides unmatched crop- 
handling capacity. 





— High-horsepower 9RX tractor generates 
— strong sales in the U.S. and Europe. A four- 
~~ — track machine, the 9RX offers customers 
performance and intelligence, as well as 
improved flotation, traction, and stability. 


- Sales of turf equipment make a solid 
contribution to the division's results. Demand 
is strong for commercial and residential 
mowing products, including the new line 
of residential ZTrak zero-turn mowers. 


Gleneagles Estate and Golf Resort selected 

John Deere to supply all golf course maintenance 
equipment and related technology to maintain its 
three championship courses in Auchterarder, Scotland. 


ExactApply is the latest precision ag solution that ' ‘ x 
delivers individual nozzle control for spraying. n ‘ -§ — a 


It improves accuracy, spray quality, and drift control. 
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2017 
With recovering demand in construction markets, the Construction & Forestry (C&F) division - Bolstered by improvements in construction 
saw increased sales and profits for 2017. Moderate economic growth and higher demand markets, C&F operating profit jumps 87% to 
from the North American oil patch contributed to the improvement. $337 million and sales increase 17%. 


— Though much improved, SVA remains in 
negative territory. 


— Incompany’s largest-ever acquisition, 
Deere announces plans to buy Wirtgen 
Group, the world’s leading producer of 
road construction equipment. Move gives 
C&F access to new customers, markets, and 
geographies. Based in Germany, Wirtgen 
sells products in more than 100 countries 
and is forecast to add more than $3 billion 
to division sales in 2018. 


- Continuing to develop customer-focused 
machines and services, C&F launches 
significant new products. Included are 
industry’s largest crawler dozer equipped 
with a six-way power/angle/tilt (PAT) blade, 
a pipelayer-ready crawler, articulated 
dump trucks, and motor graders. 


The 30G mini excavator and 332G skid steer 
are part of C&F’s full suite of compact equipment 
for the commercial worksite. 





The highly anticipated 345G 
reduced-tail-swing excavator 
attracted considerable attention 
within the industry and will 
debut in 2018. The 345G offers 
increased lifting and digging 
capacity in a compact footprint. 





2017 HIGHLIGHTS 
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John Deere Financial's global team is committed to 
making sure our customers’ financing works as hard 
and reliably as their equipment. Customers in India, 
as shown, are taking advantage of competitive 
financing options. JDF expanded its footprint in India 


F | N A NC | A L AS E R VIC E 5 in 2017, adding locations in three states. 


— Net income rises to $477 million (operating 
profit $722 million) as a result of improved 
lease portfolio performance, among 


other factors. 


PROFITS, DRIVES SALES <2: 


- Global portfolio of financed receivables and 
John Deere Financial Services (JDF) experienced another solidly profitable year, leases increases 5% — or about $2 billion - 


with improved financial performance over 2016. Today, John Deere Financial facilitates to over $40 billion. 
equipment sales in 52 nations. 





- Portfolio outside North America grows 
nearly 17%, continuing support of Deere 
customers worldwide. 



































, - Revolving-charge volumes rise 8% with 
963 uM : 9 
OPERATING portfolio up 16% over 2016. These products 
PROFIT help customers purchase turf equipment, 
$709 $722 parts, service, seed, and other inputs. 
- Global capabilities added, including automatic 
approvals for credit requests in Germany, 
Brazil, Spain, and U.K., increasing accuracy 
$258 um and speeding process times for applications. 
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Deere leadership team 
shown with a 2017 
6155R tractor and 

a 1960 4010 tractor at 
company headquarters 
in Moline, Illinois 


From left: 

James M. Field, 
Markwart von Pentz, 
John C. May, 
Jean H. Gilles, 
Samuel R. Allen, 
Rajesh Kalathur, 
Max A. Guinn, 
Mary K.W. Jones, 
Cory J. Reed, and 
Marc A. Howze. 


Deere’s Board of 
Directors is shown 
with a Waterloo Boy 
“N” tractor anda 
John Deere 8400R 
tractor at the 

John Deere Pavilion 
in Moline, Illinois. 


From left: 

Gregory R. Page, 
Alan C. Heuberger, 
Dmitri L. Stockton, 
Sherry M. Smith, 
Dipak C. Jain, 
Michael O. Johanns, 
Samuel R. Allen, 
Vance D. Coffman, 
Sheila G. Talton, 
Brian M. Krzanich, and 
Clayton M. Jones. 
(Charles O. Holliday 
is not pictured.) 


LEADERSHIP TEAM 


Samuel R. Allen (42) 


Chairman and Chief Executive Officer 


Jean H. Gilles (37) 

Senior Vice President, Power Systems, 
Worldwide Parts Services, Advanced 
Technology & Engineering, and 
Global Supply Management & Logistics 


Marc A. Howze (16) 


Senior Vice President and 
Chief Administrative Officer 


Mary K.W. Jones (20) 
Senior Vice President and 
General Counsel 


Rajesh Kalathur (21) 
Senior Vice President and 
Chief Financial Officer 


Kimberly K. Beardsley (27) 
Vice President, Worldwide 
Parts Services 


Ryan D. Campbell (10) 


Vice President and Comptroller 


Pierre J. Guyot (19) 
Vice President, Global Supply 
Management & Logistics 


Matthew G. Haney (4) 
Vice President and Deputy 
General Counsel, and Chief Counsel, 
Financial Services Division 


Klaus G. Hoehn (25) 
Vice President, Advanced Technology 
& Engineering 























Ganesh Jayaram (II) 
Vice President, Information Technology 


Renee A. Mailhot (26) 
Vice President and 
Chief Compliance Officer 


James M. McCabe (22) 


Vice President, Taxes 


Bradley D. Morris (40) 


Vice President, Labor Relations 


Gregory R. Noe (24) 
Vice President and Deputy General 
Counsel, International 


Luann K. Rickert (38) 


Vice President, Internal Audit 


Thomas C. Spitzfaden (38) 


Vice President and Treasurer 


Charles R. Stamp, Jr. (18) 
Vice President, Corporate Strategy 
& Business Development 


Jeffrey A. Trahan (25) 
Vice President, Pension Fund 
& Investments 


Michael S. Weinert (39) 
Vice President, Engineering 
and Manufacturing, 

John Deere Power Systems 


Todd E. Davies (27) 
Corporate Secretary and 
Associate General Counsel 











Figures in parentheses represent complete years of company service through December 31, 2017. 


BOARD OF DIRECTORS 


Samuel R. Allen (8) 
Chairman and Chief Executive Officer, 
Deere & Company 


Vance D. Coffman (13) 

Retired Chairman, 

Lockheed Martin Corporation 
Aerospace, defense, and information 
technology 


Alan C. Heuberger (1) 
Senior Manager, 

BMGI 

Private investment management 


Charles O. Holliday, Jr.*(8) 
Chairman, Royal Dutch Shell plc 

Oil and natural gas exploration, refining 
and product sales 


Dipak C. Jain (15) 

Co-President and Global Advisor, 
China Europe International 

Business School 

International graduate business school 


Michael O. Johanns (2) 
Former U.S. Senator and 
U.S. Secretary of Agriculture 


Clayton M. Jones (10) 

Retired Chairman, 

Rockwell Collins, Inc. 

Aviation electronics and communications 


Brian M. Krzanich (1) 
Chief Executive Officer, 
Intel Corporation 
Advanced integrated digital 
technology platforms 


Gregory R. Page (4) 

Retired Executive Director, Cargill, Inc. 
Agricultural, food, financial, 

and industrial products and services 


Sherry M. Smith (6) 

Former Executive Vice President and 
Chief Financial Officer, Supervalu Inc. 
Retail and wholesale grocery and 
retail general merchandise products 


Figures in parentheses represent complete years of board service through December 31, 2017. 


*Elected to the board effective January I, 2018. Previously served 2007 to 2016. 


Worldwide Agriculture 
& Turf Division 


James M. Field (23) 
President, Americas, Australia, and 
Global Harvesting and Turf Platforms 


John C. May (20) 


President, Agricultural Solutions, 
and Chief Information Officer 


Markwart von Pentz (27) 
President, Europe, Asia, Africa, 
and Global Tractor Platform 


Bernhard E. Haas (31) 
Senior Vice President, 
Global Tractor Platform 





John D. Lagemann (35) 
Senior Vice President, Sales & Marketing, 
Americas and Australia 


Randal A. Sergesketter (37) 
Senior Vice President, 
Global Crop Harvesting Platform 


John H. Stone (15) 
Senior Vice President, 
Intelligent Solutions Group 


Dmitri L. Stockton (2) 
Retired Special Advisor to Chairman 
and Retired Senior Vice President, 
General Electric Company 


Power and water, aviation, oil and gas, 


healthcare, appliances and lighting, 
energy management, transportation, 
and financial services 


Retired Chairman, President, and 
Chief Executive Officer, 

GE Asset Management Inc. 
Global investments 


Sheila G. Talton (2) 

President and Chief Executive Officer, 
Gray Matter Analytics 

Data analytics consulting services for 


financial services and healthcare industries 


Worldwide Construction 
& Forestry Division 
Max A. Guinn (37) 


President 


Brian J. Rauch (23) 
Senior Vice President, Engineering, 
Manufacturing, and Supply Management 


Domenic G. Ruccolo (27) 
Senior Vice President, C&F Division, and 
Chief Executive Officer, Wirtgen Group 


David F. Thorne (20) 
Senior Vice President, Sales & Marketing 


Martin L. Wilkinson (40) 
Senior Vice President, Forestry and 
Strategy & Business Development 


Worldwide Financial 
Services Division 
Cory J. Reed (19) 


President 

David C. Gilmore (27) 

Senior Vice President, Global Sales 
& Marketing, and South America 
Michael J. Matera (9) 

Senior Vice President, Global Credit, 
Trade Finance, and Asia 


Steven N. Owenson (18) 
Senior Vice President and Finance Director 


Andrew C. Traeger (19) 
Senior Vice President, Global Risk 
and Europe and Africa 


7-YEAR CUMULATIVE TOTAL RETURN 


Deere compared to S&P 500 Index and S&P Construction & Farm Machinery & Heavy Trucks Index 

















The graph compares the 
$250 — cumulative total returns of 
Deere & Company, the S&P 500 
Stock Index, and the S&P 
$200 Construction & Farm Machinery 
& Heavy Trucks Index over a 
$150 seven-year period. It assumes 
$100 was invested 
on November I, 2009, and that 
$100 dividends were reinvested. 
Deere & Company stock price at 
October 27 2017 was $133.25. 
$50 The Standard & Poor’s 500 
Construction & Farm Machinery 
& Heavy Trucks Index comprises 
$0 Deere (DE), Caterpillar (CAT), 
2010 2011 2012 2013 2014 2015 2016 2017 Cummins (CMI), and Paccar 
(PCAR). The stock performance 
—@— Deere & Company —A— S&P Construction & Farm Machinery & Heavy Trucks —m— S&P 500 shown in the graph is not 
intended to forecast and does not 
necessarily indicate future 
2010 2011 2012 2013 2014 2015 2016 2017 price performance 
Deere & Company $100.00 $104.40 $116.00 $116.09 $121.89 $114.28 = $131.55 $205.36 
S&P Con & Farm Mach & Hvy Trks $100.00 $109.71 $106.96 $11587 $136.72 $101.06 $120.07 $185.5] 
S&P 500 $100.00 $108.09 $124.52 $158.36 $185.71 $195.37 = $204.18 $252.43 
Copyright © 2017 Standard & Poor's, a division of S&P Global. All rights reserved (www.researchdatagroup.com/S&P. htm). 
STOCKHOLDER INFORMATION 
ANNUAL MEETING DIVIDEND REINVESTMENT INVESTOR RELATIONS 


The annual meeting of company stockholders 
will be held at 10 a.m. CT on February 28, 2018, 
at Deere & Company World Headquarters, 
One John Deere Place, Moline, Illinois. 


TRANSFER AGENT & REGISTRAR 


Send all correspondence, including address 
changes and certificates for transfer, as well as 
inquiries concerning lost, stolen, or destroyed 
stock certificates or dividend checks, to: 


Deere & Company 
c/o Computershare 
P.O. Box 505000 
Louisville, KY 40233 


Phone toll-free: (800) 268-7369 
From outside the U.S., call: (201) 680-6678 
TDD: (800) 231-5469 


Email: webqueries@computershare.com 


www.computershare.com/investor 


& DIRECT PURCHASE PLAN 


Investors may purchase initial Deere & Company 
shares and automatically reinvest dividends 
through the Computershare BuyDIRECT Plan. 
Optional monthly cash investments may be made 
automatically through electronic debits. 


For inquiries about existing reinvestment accounts, 


call (800) 268-7369 or write to: 


Deere & Company 
c/o Computershare 
P.O. Box 505000 
Louisville, KY 40233 


STOCKHOLDER RELATIONS 
Deere & Company welcomes your comments: 


Deere & Company 

Stockholder Relations Department 

One John Deere Place, Moline, IL 61265-8098 
Phone: (309) 765-4491 Fax: (309) 765-4663 
www. JohnDeere.com/Investors 


Securities analysts, portfolio managers, and 
representatives of financial institutions may contact: 


Deere Investor Relations 

Deere & Company 

One John Deere Place, Moline, IL 61265-8098 
Phone: (309) 765-4491 

Email: DeerelR@JohnDeere.com 

www. JohnDeere.com/Investors 


STOCK EXCHANGES 


Deere & Company common stock is listed on the 
New York Stock Exchange under the ticker symbol DE. 


FORM 10-K 


The annual report on Form 10-K filed with the 
Securities and Exchange Commission is available 
online or upon written request to Deere & Company 
Stockholder Relations. 


AUDITORS 


Deloitte & Touche LLP 
Chicago, Illinois 


SVA: FOCUSING ON GROWTH 
AND SUSTAINABLE PERFORMANCE 


Shareholder Value Added (SVA) — essentially, the difference between operating profit and the pretax cost of capital — 
is a metric used by John Deere to evaluate business results and measure sustainable performance. 


To arrive at SVA, each equipment segment is assessed a pretax cost of assets — generally 12% of average identifiable 
operating assets with inventory at standard cost (believed to more closely approximate the current cost of inventory 
and the company’s related investment). The financial services segment is assessed a cost of average equity — 


To create and grow SVA, 
Deere equipment operations 


approximately 15% pretax. 


The amount of SVA is determined by deducting the asset or equity charge from operating profit. 


Additional information on these metrics and their relationship to amounts presented in accordance with U.S. GAAP can be found 
at our website, www. JohnDeere.com/Investors. Note: Some totals may vary due to rounding. 


DEERE EQUIPMENT OPERATIONS 


CONSTRUCTION & FORESTRY 
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AWARDS & RECOGNITION 


World’s Top 50 Most Admired Companies — Fortune magazine 
World’s Most Ethical Companies — Ethisphere Institute 
Top 100 Global Brands — Interbrand 


Company of the Year — Society of Hispanic 
Professional Engineers 


U.S. President’s Volunteer Service Award — 
Junior Achievement USA 


Best Community Improvement Program Award — 
U.S. Chamber of Commerce Foundation 


50 Best Places to Work in the U.S. — Indeed.com 


Top Employer recognition in: 

Brazil (Great Place to Work Institute, Epoca magazine) 
Germany (Focus magazine) 

Mexico (Great Place to Work Institute) 

Spain (Top Employers Institute) 

U.S. (Forbes magazine) 


Agritechnica Innovation Awards — German Agricultural Society 


SIMA Innovation Awards — Paris International 
Agribusiness Show 


Most Innovative Companies in Brazil — 
Valor Econémico newspaper 


Best Working Mother Companies Award in Mexico — 
Working Mothers Mexico Institute 


The John Deere Foundation earned the U.S. Chamber of 
Commerce Foundation’s Best Community Improvement Program 
award for JIVA, the Joint Initiative for Village Advancement. 
JIVA is supporting 13 villages in Rajasthan, India, by bolstering 
agricultural productivity and improving infrastructure 
and public education. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


RESULTS OF OPERATIONS FOR THE YEARS ENDED 


OCTOBER 29, 2017, OCTOBER 30, 2016, AND NOVEMBER 1, 2015 


OVERVIEW 


Organization 

The company’s equipment operations generate revenues and 
cash primarily from the sale of equipment to John Deere dealers 
and distributors. The equipment operations manufacture and 
distribute a full line of agricultural equipment; a variety of 
commercial and consumer equipment; and a broad range of 
equipment for construction and forestry. The company’s 
financial services primarily provide credit services, which mainly 
finance sales and leases of equipment by John Deere dealers and 
trade receivables purchased from the equipment operations. In 
addition, financial services offers extended equipment 
warranties. The information in the following discussion is 
presented in a format that includes information grouped as 
consolidated, equipment operations, and financial services. The 
company also views its operations as consisting of two 
geographic areas, the U.S. and Canada, and outside the U.S. and 
Canada. The company’s operating segments consist of 
agriculture and turf, construction and forestry, and financial 
services. 





Trends and Economic Conditions 

The company’s agriculture and turf equipment sales increased 9 
percent in 2017 and are projected to increase about 9 percent 
for 2018. Industry agricultural machinery sales in the U.S. and 
Canada for 2018 are forecast to increase 5 to 10 percent, 
compared to 2017. Industry sales in the European Union (EU)28 
member nations are forecast to increase approximately 5 percent 
in 2018, while South American industry sales are projected to be 
about the same or increase 5 percent from 2017 levels. Asian 
sales are forecast to be about the same in 2018. Industry sales 
of turf and utility equipment in the U.S. and Canada are 
expected to be approximately the same for 2018. The company’s 
construction and forestry sales increased 17 percent in 2017 and 
are forecast to increase about 69 percent in 2018. The Wirtgen 
acquisition is expected to add 54 percent to the construction 
and forestry annual sales forecast (see Note 30). Global forestry 
industry sales are expected to be about the same to 5 percent 
higher in 2018, compared to 2017. Net income of the 
company’s financial services operations attributable to Deere & 
Company in 2018 is expected to be approximately $515 million. 





Items of concern include the uncertainty of the effectiveness of 
governmental actions in respect to monetary and fiscal policies, 
the impact of sovereign debt, eurozone issues, capital market 
disruptions, trade agreements, changes in demand and pricing 
for used equipment, and geopolitical events. Significant 
fluctuations in foreign currency exchange rates and volatility in 
the price of many commodities could also impact the company’s 
results. 


The company completed a successful year as markets for farm 
and construction equipment improved. Sales of farm machinery 
in South America made especially strong gains. The Wirtgen 
acquisition was finalized in December, which will establish the 
company as a more prominent participant in the global 
construction equipment markets. The company is confident in 
the present course and believes it is positioned to deliver 
stronger, more consistent results in the future. 


2017 COMPARED WITH 2016 


CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 2017 
was $2,159 million, or $6.68 per share diluted ($6.76 basic), 
compared with $1,524 million, or $4.81 per share diluted ($4.83 
basic), in 2016. Worldwide net sales and revenues increased 12 
percent to $29,738 million in 2017, compared with $26,644 
million in 2016. Net sales of the worldwide equipment 
operations rose 11 percent in 2017 to $25,885 million from 
$23,387 million last year. Sales included price realization of 1 
percent and a favorable currency translation effect of 1 percent. 
Equipment net sales in the United States and Canada increased 
5 percent for 2017. Outside the U.S. and Canada, net sales 
increased 20 percent for the year, with a favorable currency 
translation effect of 1 percent for 2017. 


Worldwide equipment operations had an operating profit of 
$2,821 million in 2017, compared with $1,880 million in 2016. 
The operating profit increase was primarily due to higher 
shipment volumes, a gain on the sale of the remaining interest 
in SiteOne Landscape Supply, Inc. (SiteOne) (see Note 5), price 
realization, and a favorable product mix, partially offset by 
increases in production costs, selling, administrative and general 
expenses, and warranty related expenses. 





Net income of the company’s equipment operations was $1,707 
million for 2017, compared with $1,058 million in 2016. The 
operating factors mentioned above affected the results. 


The financial services operations reported net income 
attributable to Deere & Company in 2017 of $477 million, 
compared with $468 million in 2016. The increase was largely 
due to lower losses on lease residual values, partially offset by 
less favorable financing spreads and higher selling, 
administrative and general expenses. Additional information is 
presented in the following discussion of the “Worldwide 
Financial Services Operations.” 





The cost of sales to net sales ratio for 2017 was 77.0 percent, 
compared with 78.0 percent last year. The improvement was due 
primarily to price realization and a favorable product mix, 
partially offset by increases in production costs and warranty 
related expenses. 


Finance and interest income increased in 2017 due to a larger 
average credit portfolio and higher average interest rates. Other 
income increased due primarily to the gain on the sale of the 
remaining interest in SiteOne (see Note 5). Selling, administrative 
and general expenses increased due primarily to higher incentive 
compensation expense, higher commissions paid to dealers on 
direct sales, and expenses related to voluntary 
employee-separation programs. Interest expense increased due 
to higher average interest rates and higher average borrowings. 
Other operating expenses increased primarily due to higher 
depreciation of equipment on operating leases, partially offset 
by lower losses on lease residual values. 


The company has several defined benefit pension plans and 
defined benefit health care and life insurance plans. The 
company’s postretirement benefit costs for these plans in 2017 
were $347 million, compared with $312 million in 2016. The 
long-term expected return on plan assets, which is reflected in 
these costs, was an expected gain of 7.2 percent in 2017 and 
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7.3 percent in 2016, or $807 million in 2017 and $810 million in 
2016. The actual return was a gain of $1,563 million in 2017 
and $645 million in 2016. In 2018, the expected return will be 
approximately 6.8 percent. The company’s postretirement costs 
in 2018 are expected to increase approximately $10 million. The 
company makes any required contributions to the plan assets 
under applicable regulations and voluntary contributions from 
time to time based on the company’s liquidity and ability to 
make tax-deductible contributions. Total company contributions 
to the plans were $428 million in 2017 and $127 million in 
2016, which include direct benefit payments for unfunded plans. 
These contributions also included voluntary contributions to plan 
assets of $301 million in 2017 and $3 million in 2016. Total 
company contributions in 2018 are expected to be 
approximately $137 million, which are primarily direct benefit 
payments for unfunded plans. The company has no significant 
required contributions to U.S. pension plan assets in 2018 under 
applicable funding regulations. See the discussion in “Critical 
Accounting Policies” for more information about postretirement 
benefit obligations. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion relates to operating results by 
reportable segment and geographic area. Operating profit is 
income before certain external interest expense, certain foreign 
exchange gains or losses, income taxes, and corporate expenses. 
However, operating profit of the financial services segment 
includes the effect of interest expense and foreign currency 
exchange gains or losses. 





Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$2,484 million for the year, compared with $1,700 million in 
2016. Net sales increased 9 percent in 2017 due to higher 
shipment volumes, price realization, and the favorable effects of 
currency translation. Operating profit was higher due primarily to 
increased shipment volumes, a gain on the sale of the remaining 
interest in SiteOne (see Note 5), price realization, and a favorable 
sales mix, partially offset by increases in production costs, 
selling, administrative and general expenses, and warranty 
related expenses. 





Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $337 million in 2017, compared with $180 million in 2016. 
Net sales increased 17 percent for the year on account of higher 
shipment volumes, price realization, and the favorable effects of 
currency translation. Operating profit increased mainly 
attributable to improved shipment volumes and price realization, 
partially offset by higher warranty expenses, increased selling, 
administrative and general expenses, and higher production 
costs. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was $722 
million in 2017, compared with $709 million in 2016. The 
increase was largely due to lower losses on lease residual values, 
partially offset by less favorable financing spreads and higher 
selling, administrative and general expenses. Total revenues of 
the financial services operations, including intercompany 
revenues, increased 9 percent in 2017. The average balance of 
receivables and leases financed was 1 percent higher in 2017, 
compared with 2016. Interest expense increased 25 percent in 


2017 as a result of higher average borrowing rates. The financial 
services operations’ ratio of earnings to fixed charges was 2.12 
to 1 in 2017, compared with 2.35 to 1 in 2016. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $1,724 million in 2017, compared with 
$1,305 million in 2016. The increase was due primarily to higher 
shipment volumes, a gain on the sale of the remaining interest 
in SiteOne (see Note 5), a favorable sales mix, and price 
realization, partially offset by increases in production costs, 
selling, administrative and general expenses, and warranty 
related expenses. Net sales increased 5 percent due primarily to 
higher shipment volumes. The physical volume of sales increased 
5 percent, compared with 2016. 


Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had an 
operating profit of $1,097 million in 2017, compared with $575 
million in 2016. The increase was due primarily to higher 
shipment volumes and price realization, partially offset by higher 
production costs and increased selling, administrative and 
general expenses. Net sales increased 20 percent in 2017 
compared to 2016. The increase was primarily the result of 
higher shipment volumes, price realization, and the favorable 
effects of foreign currency translation. The physical volume of 
sales increased 16 percent, compared with 2016. 


MARKET CONDITIONS AND OUTLOOK 

Company equipment sales are projected to increase about 22 
percent for fiscal year 2018 and increase by about 38 percent 
for the first quarter, compared with the same periods in 2017. 
Included in the forecast is a positive foreign currency translation 
effect of about 2 percent for the year and about 3 percent for 
the first quarter. Net sales and revenues are projected to 
increase about 19 percent for fiscal 2018, with net income 
attributable to Deere & Company of about $2.6 billion. 


The acquisition of the Wirtgen Group, which closed in December 
2017, is forecast to contribute about $3.1 billion in net sales in 
fiscal 2018 (see Note 30). Wirtgen is expected to add about 

]2 percent to the company’s sales for the full year and about 

6 percent for the first quarter in comparison with 2017. After 
estimated expenses for purchase accounting and transaction 
costs, Wirtgen is expected to contribute about $75 million to 
operating profit and about $25 million to net income in fiscal 
2018. 

Agriculture and Turf. The company’s worldwide sales of 
agriculture and turf equipment are forecast to increase by about 
9 percent for fiscal year 2018, including a positive currency 
translation effect of about 2 percent. Industry sales for 
agricultural equipment in the U.S. and Canada are forecast to be 
up 5 to 10 percent for 2018, supported by higher demand for 
large equipment. Full year 2018 industry sales in the EU28 
member nations are forecast to increase about 5 percent due to 
improving conditions in the dairy and livestock sectors. South 
American industry sales of tractors and combines are projected 
to be about the same to 5 percent higher as a result of 
continued positive conditions, particularly in Argentina. Asian 
sales are projected to be about the same with strength in India 
offsetting weakness in China. Industry sales of turf and utility 
equipment in the U.S. and Canada are expected to be about the 








same for 2018. The company’s turf sales are expected to 
outperform the industry owing to the success of new products. 


Construction and Forestry. The company’s worldwide sales of 
construction and forestry equipment are anticipated to increase 
about 69 percent for 2018, including a positive currency 
translation effect of about 1 percent. The Wirtgen acquisition is 
expected to add about 54 percent to the segment’s sales 
forecast for the year (see Note 30). The outlook reflects 
moderate economic growth worldwide, including higher housing 
starts in the U.S. and increased activity in the oil and gas sector. 
In forestry, global industry sales are expected to be about the 
same to 5 percent higher than in 2017, mainly as a result of 
improved lumber prices in North America. 





Financial Services. Fiscal year 2018 net income attributable to 
Deere & Company for the financial services operations is 
expected to be approximately $515 million. The outlook reflects 
a higher average portfolio, partially offset by increased selling, 
administrative and general expenses. 


SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation 
Reform Act of 1995: Statements under “Overview,” “Market 
Conditions and Outlook,” and other forward-looking statements 
herein that relate to future events, expectations, and trends 
involve factors that are subject to change, and risks and 
uncertainties that could cause actual results to differ materially. 
Some of these risks and uncertainties could affect particular 
lines of business, while others could affect all of the company’s 
businesses. 


The company’s agricultural equipment business is subject to a 
number of uncertainties including the factors that affect 
farmers’ confidence and financial condition. These factors 
include demand for agricultural products, world grain stocks, 
weather conditions, soil conditions, harvest yields, prices for 
commodities and livestock, crop and livestock production 
expenses, availability of transport for crops, the growth and 
sustainability of non-food uses for some crops (including ethanol 
and biodiesel production), real estate values, available acreage 
for farming, the land ownership policies of governments, 
changes in government farm programs and policies, international 
reaction to such programs, changes in environmental regulations 
and their impact on farming practices; changes in and effects of 
crop insurance programs, global trade agreements, animal 
diseases and their effects on poultry, beef and pork consumption 
and prices, crop pests and diseases, and the level of farm 
product exports (including concerns about genetically modified 
organisms). 


Factors affecting the outlook for the company’s turf and utility 
equipment include consumer confidence, weather conditions, 
customer profitability, consumer borrowing patterns, consumer 
purchasing preferences, housing starts, infrastructure 
investment, spending by municipalities and golf courses, and 
consumable input costs. 


Consumer spending patterns, real estate and housing prices, the 
number of housing starts, interest rates and the levels of public 
and non-residential construction are important to sales and 
results of the company’s construction and forestry equipment. 
Prices for pulp, paper, lumber and structural panels are 
important to sales of forestry equipment. 


All of the company’s businesses and its results are affected by 
general economic conditions in the global markets and 
industries in which the company operates; customer confidence 
in general economic conditions; government spending and 
taxing; foreign currency exchange rates and their volatility, 
especially fluctuations in the value of the U.S. dollar; interest 
rates; inflation and deflation rates; changes in weather patterns; 
the political and social stability of the global markets in which 
the company operates; the effects of, or response to, terrorism 
and security threats; wars and other conflicts; natural disasters; 
and the spread of major epidemics. 


Significant changes in market liquidity conditions, changes in the 
company’s credit ratings and any failure to comply with financial 
covenants in credit agreements could impact access to funding 
and funding costs, which could reduce the company’s earnings 
and cash flows. Financial market conditions could also negatively 
impact customer access to capital for purchases of the 
company’s products and customer confidence and purchase 
decisions, borrowing and repayment practices, and the number 
and size of customer loan delinquencies and defaults. A debt 
crisis, in Europe or elsewhere, could negatively impact currencies, 
global financial markets, social and political stability, funding 
sources and costs, asset and obligation values, customers, 
suppliers, demand for equipment, and company operations and 
results. The company’s investment management activities could 
be impaired by changes in the equity, bond and other financial 
markets, which would negatively affect earnings. 


The anticipated withdrawal of the United Kingdom from the 
European Union and the perceptions as to the impact of the 
withdrawal may adversely affect business activity, political 
stability and economic conditions in the United Kingdom, the 
European Union and elsewhere. The economic conditions and 
outlook could be further adversely affected by (i) the uncertainty 
concerning the timing and terms of the exit, (ii) new or modified 
trading arrangements between the United Kingdom and other 
countries, (iii) the risk that one or more other European Union 
countries could come under increasing pressure to leave the 
European Union, or (iv) the risk that the euro as the single 
currency of the Eurozone could cease to exist. Any of these 
developments, or the perception that any of these developments 
are likely to occur, could affect economic growth or business 
activity in the United Kingdom or the European Union, and could 
result in the relocation of businesses, cause business 
interruptions, lead to economic recession or depression, and 
impact the stability of the financial markets, availability of credit, 
currency exchange rates, interest rates, financial institutions, and 
political, financial and monetary systems. Any of these 
developments could affect our businesses, liquidity, results of 
operations and financial position. 


Additional factors that could materially affect the company’s 
operations, access to capital, expenses and results include 
changes in, uncertainty surrounding and the impact of 
governmental trade, banking, monetary and fiscal policies, 
including financial regulatory reform and its effects on the 
consumer finance industry, derivatives, funding costs and other 
areas, and governmental programs, policies, tariffs and sanctions 
in particular jurisdictions or for the benefit of certain industries 
or sectors; actions by central banks; actions by financial and 
securities regulators; actions by environmental, health and safety 
regulatory agencies, including those related to engine emissions, 
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carbon and other greenhouse gas emissions, noise and the 
effects of climate change; changes to GPS radio frequency bands 
or their permitted uses; changes in labor regulations; changes to 
accounting standards; changes in tax rates, estimates, laws, and 
regulations and company actions related thereto; compliance 
with U.S. and foreign laws when expanding to new markets and 
otherwise; and actions by other regulatory bodies. 


Other factors that could materially affect results include 
production, design and technological innovations and 
difficulties, including capacity and supply constraints and prices; 
the loss of or challenges to intellectual property rights whether 
through theft, infringement, counterfeiting or otherwise; the 
availability and prices of strategically sourced materials, 
components and whole goods; delays or disruptions in the 
company’s supply chain or the loss of liquidity by suppliers; 
disruptions of infrastructures that support communications, 
operations or distribution; the failure of suppliers or the 
company to comply with laws, regulations and company policy 
pertaining to employment, human rights, health, safety, the 
environment, anti-corruption, privacy and data protection, and 
other ethical business practices; events that damage the 
company’s reputation or brand; significant investigations, claims, 
lawsuits or other legal proceedings; start-up of new plants and 
products; the success of new product initiatives; changes in 
customer product preferences and sales mix; gaps or limitations 
in rural broadband coverage, capacity and speed needed to 
support technology solutions; oil and energy prices, supplies and 
volatility; the availability and cost of freight; actions of 
competitors in the various industries in which the company 
competes, particularly price discounting; dealer practices 
especially as to levels of new and used field inventories; changes 
in demand and pricing for used equipment and resulting impacts 
on lease residual values; labor relations and contracts; changes 
in the ability to attract, train and retain qualified personnel; 
acquisitions and divestitures of businesses and the failure or 
delay in closing such transactions; greater than anticipated 
transaction costs; the integration of new businesses; the failure 
or delay in realizing anticipated benefits of acquisitions, joint 
ventures or divestitures; the implementation of organizational 
changes; the failure to realize anticipated savings or benefits of 
cost reduction, productivity, or efficiency efforts; difficulties 
related to the conversion and implementation of enterprise 
resource planning systems; security breaches, cybersecurity 
attacks, technology failures and other disruptions to the 
company’s and suppliers’ information technology infrastructure; 
changes in company declared dividends and common stock 
issuances and repurchases; changes in the level and funding of 
employee retirement benefits; changes in market values of 
investment assets, compensation, retirement, discount and 
mortality rates which impact retirement benefit costs; and 
significant changes in health care costs. 





The liquidity and ongoing profitability of John Deere Capital 
Corporation and other credit subsidiaries depend largely on 
timely access to capital in order to meet future cash flow 
requirements, and to fund operations, costs and purchases of 
the company’s products. If general economic conditions 
deteriorate or capital markets become more volatile, funding 
could be unavailable or insufficient. Additionally, customer 
confidence levels may result in declines in credit applications and 


increases in delinquencies and default rates, which could 
materially impact write-offs and provisions for credit losses. 


The company’s outlook is based upon assumptions relating to 
the factors described above, which are sometimes based upon 
estimates and data prepared by government agencies. Such 
estimates and data are often revised. The company, except as 
required by law, undertakes no obligation to update or revise its 
outlook, whether as a result of new developments or otherwise. 
Further information concerning the company and its businesses, 
including factors that could materially affect the company’s 
financial results, is included in the company’s other filings with 
the SEC. 


2016 COMPARED WITH 2015 





CONSOLIDATED RESULTS 

Worldwide net income attributable to Deere & Company in 2016 
was $1,524 million, or $4.81 per share diluted ($4.83 basic), 
compared with $1,940 million, or $5.77 per share diluted ($5.81 
basic), in 2015. Worldwide net sales and revenues decreased 8 
percent to $26,644 million in 2016, compared with $28,863 
million in 2015. Net sales of the worldwide equipment 
operations declined 9 percent in 2016 to $23,387 million from 
$25,775 million in 2015. 2016 sales included price realization of 
2 percent and an unfavorable currency translation effect of 2 
percent. Equipment net sales in the United States and Canada 
decreased 13 percent in 2016. Outside the U.S. and Canada, net 
sales decreased 3 percent in 2016, with an unfavorable currency 
translation effect of 4 percent. 


Worldwide equipment operations had an operating profit of 
$1,880 million in 2016, compared with $2,177 million in 2015. 
The operating profit decline was primarily on account of reduced 
shipment volumes, the unfavorable effects of foreign currency 
exchange, and a less favorable product mix, partially offset by 
price realization, lower production costs, lower selling, 
administrative and general expenses, and a gain on the sale of a 
partial interest in the unconsolidated affiliate SiteOne (see 

Note 5). 


Net income of the company’s equipment operations was $1,058 
million for 2016, compared with $1,308 million in 2015. In 
addition to the operating factors mentioned above, a higher 
effective tax rate in 2016 reduced net income. 


Net income of the financial services operations attributable to 
Deere & Company in 2016 decreased to $468 million, compared 
with $633 million in 2015. The decline was primarily due to less 
favorable financing spreads, higher losses on lease residual 
values (see Note 5), and a higher provision for credit losses. The 
results in 2015 also benefited from a gain on the sale of the 
crop insurance business (see Note 4). Additional information is 
presented in the following discussion of the “Worldwide 
Financial Services Operations.” 


The cost of sales to net sales ratio for 2016 was 78.0 percent, 
compared with 78.1 percent in 2015. The decrease was due 
primarily to price realization and lower production costs, largely 
offset by the unfavorable effects of foreign currency exchange 
and the impact of a less favorable product mix. 


Finance and interest income increased in 2016 due to a larger 
average leasing portfolio, partially offset by a lower average 
financing receivables portfolio. Other income increased due 
primarily to a gain on the sale of a partial interest in SiteOne 
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(see Note 5) and was primarily offset by the gain on the sale of 
the crop insurance operations in 2015 (see Note 4). Research 
and development costs decreased largely due to a lower level of 
activity and the favorable effects of currency translation. Selling, 
administrative and general expenses decreased due primarily to 
lower pension and postretirement benefit expenses, lower 
incentive compensation expense, and the favorable effects of 
currency translation, partially offset by a higher provision for 
credit losses. Interest expense increased due to higher average 
interest rates, partially offset by lower average borrowings. Other 
operating expenses increased primarily due to higher 
depreciation of equipment on operating leases, and higher 
losses and impairments on lease residual values. 


The company has several defined benefit pension plans and 
defined benefit health care and life insurance plans. The 
company’s postretirement benefit costs for these plans in 2016 
were $312 million, compared with $512 million in 2015. The 
long-term expected return on plan assets, which is reflected in 
these costs, was an expected gain of 7.3 percent in 2016 and 
2015, or $810 million in 2016 and $824 million in 2015. The 
actual return was a gain of $645 million in 2016 and $606 
million in 2015. Total company contributions to the plans were 
$127 million in 2016 and $131 million in 2015, which include 
direct benefit payments for unfunded plans. These contributions 
also included voluntary contributions to plan assets of $3 million 
in both 2016 and 2015. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 


Worldwide Agriculture and Turf Operations 

The agriculture and turf segment had an operating profit of 
$1,700 million in 2016, compared with $1,649 million in 2015. 
Net sales decreased 7 percent in 2016 due to lower shipment 
volumes and the unfavorable effects of currency translation, 
partially offset by price realization. Operating profit was higher 
primarily due to price realization, lower production costs, lower 
selling, administrative and general expenses, and a gain on the 
sale of a partial interest in SiteOne (see Note 5), partially offset 
by lower shipment volumes, unfavorable effects of foreign 
currency exchange, and a less favorable product mix. 


Worldwide Construction and Forestry Operations 

The construction and forestry segment had an operating profit 
of $180 million in 2016, compared with $528 million in 2015. 
Net sales decreased 18 percent in 2016 largely as a result of 
lower shipment volumes and higher sales incentive costs. 
Operating profit declined primarily due to lower shipment 
volumes and higher sales incentive costs, partially offset by a 
reduction in both selling, administrative and general expenses 
and production costs. 


Worldwide Financial Services Operations 

The operating profit of the financial services segment was $709 
million in 2016, compared with $963 million in 2015. The decline 
was primarily due to less favorable financing spreads, higher 
losses on lease residual values, and a higher provision for credit 
losses. Additionally, full year results in 2015 benefited from a 
gain on the sale of the crop insurance business (see Note 4). 
Total revenues of the financial services operations, including 
intercompany revenues, increased 4 percent in 2016. The 
average balance of receivables and leases financed was 1 
percent lower in 2016, compared with 2015. Interest expense 
increased 18 percent in 2016 as a result of higher average 


borrowing rates, partially offset by lower average borrowings. 
The financial services operations’ ratio of earnings to fixed 
charges was 2.35 to | in 2016, compared with 3.29 to 1 in 
2015. 


Equipment Operations in U.S. and Canada 

The equipment operations in the U.S. and Canada had an 
operating profit of $1,305 million in 2016, compared with 
$1,643 million in 2015. The decline was due primarily to lower 
shipment volumes, the unfavorable effects of foreign currency 
exchange, and the impact of a less favorable product mix. The 
decline was partially offset by price realization, lower production 
costs, lower selling, administrative and general expenses, and a 
gain on the sale of a partial interest in SiteOne (see Note 5). Net 
sales decreased 13 percent due primarily to lower shipment 
volumes, partially offset by price realization. The physical volume 
of sales decreased 14 percent, compared with 2015. 





Equipment Operations outside U.S. and Canada 

The equipment operations outside the U.S. and Canada had an 
operating profit of $575 million in 2016, compared with $534 
million in 2015. The increase was due primarily to price 
realization, lower production costs, and lower selling, 
administrative and general expenses, partially offset by the 
unfavorable effects of foreign currency exchange, the impact of 
a less favorable product mix, and lower shipment volumes. Net 
sales were 3 percent lower primarily reflecting the unfavorable 
effects of foreign currency translation and decreased shipment 
volumes, partially offset by price realization. The physical volume 
of sales decreased 2 percent, compared with 2015. 


CAPITAL RESOURCES AND LIQUIDITY 


The discussion of capital resources and liquidity has been 
organized to review separately, where appropriate, the 
company’s consolidated totals, equipment operations, and 
financial services operations. 


CONSOLIDATED 

Positive cash flows from consolidated operating activities in 
2017 were $2,200 million. This resulted primarily from net 
income adjusted for non-cash provisions and an increase in 
accounts payable and accrued expenses, which were partially 
offset by an increase in inventories including equipment 
transferred to operating leases (see Note 6), an increase in 
receivables related to sales, and a change in accrued income 
taxes payable/receivable. Cash outflows from investing activities 
were $1,644 million in 2017, due primarily to the cost of 
receivables (excluding receivables related to sales) and cost of 
equipment on operating leases exceeding the collections of 
receivables and the proceeds from sales of equipment on 
operating leases by $1,107 million, purchases of property and 
equipment of $595 million, and acquisitions of businesses, net 
of cash acquired, of $284 million, partially offset by proceeds 
from maturities and sales exceeding purchases of marketable 
securities by $286 million and sales of businesses and 
unconsolidated affiliates, net of cash sold, of $114 million (see 
Note 5). Cash inflows from financing activities were $4,287 
million in 2017 due primarily to an increase in borrowings of 
$4,616 million and proceeds from issuance of common stock 
(resulting from the exercise of stock options) of $529 million, 
partially offset by dividends paid of $764 million. Cash and cash 
equivalents increased $4,999 million during 2017. The increase 
in cash and cash equivalents was primarily related to the 
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pending Wirtgen acquisition which closed on December 1, 2017 
(see Note 30). 


Over the last three years, operating activities have provided an 
aggregate of $9,728 million in cash. In addition, increases in 
borrowings were $4,555 million, proceeds from maturities and 
sales exceeded purchases of marketable securities by 

$990 million, proceeds from issuance of common stock (resulting 
from the exercise of stock options) were $737 million, and 
proceeds from sales of businesses and unconsolidated affiliates 
were $344 million. The aggregate amount of these cash flows 
was used mainly to repurchase common stock of $2,982 million, 
acquire receivables (excluding receivables related to sales) and 
equipment on operating leases that exceeded collections of 
receivables and the proceeds from sales of equipment on 
operating leases by $2,664 million, pay dividends of 

$2,342 million, purchase property and equipment of 

$1,933 million, and acquire businesses of $483 million. Cash and 
cash equivalents increased $5,548 million over the three-year 
period. 


The company has access to most global capital markets at 
reasonable costs and expects to have sufficient sources of global 
funding and liquidity to meet its funding needs. Sources of 
liquidity for the company include cash and cash equivalents, 
marketable securities, funds from operations, the issuance of 
commercial paper and term debt, the securitization of retail 
notes (both public and private markets), and committed and 
uncommitted bank lines of credit. The company’s commercial 
paper outstanding at October 29, 2017 and October 30, 2016 
was $3,439 million and $1,253 million, respectively, while the 
total cash and cash equivalents and marketable securities 
position was $9,787 million and $4,789 million, respectively. The 
amount of the total cash and cash equivalents and marketable 
securities held by foreign subsidiaries, in which earnings are 
considered indefinitely reinvested, was $3,386 million and $2,301 
million at October 29, 2017 and October 30, 2016, respectively. 
At October 29, 2017, foreign subsidiaries also held cash of 
approximately $3,624 million for the Wirtgen acquisition, which 
closed on December 1, 2017 (see Note 30). 


Lines of Credit. The company also has access to bank lines of 
credit with various banks throughout the world. Worldwide lines 
of credit totaled $7,878 million at October 29, 2017, $4,061 
million of which were unused. For the purpose of computing 
unused credit lines, commercial paper and short-term bank 
borrowings, excluding secured borrowings and the current 
portion of long-term borrowings, were primarily considered to 
constitute utilization. Included in the total credit lines at 
October 29, 2017 were 364-day credit facility agreements of 
$1,750 million, expiring in February 2018, and $750 million, 
expiring in October 2018. In addition, total credit lines included 
long-term credit facility agreements of $2,500 million, expiring in 
April 2021, and $2,500 million, expiring in April 2022. These 
credit agreements require John Deere Capital Corporation 
(Capital Corporation) to maintain its consolidated ratio of 
earnings to fixed charges at not less than 1.05 to 1 for each 
fiscal quarter and the ratio of senior debt, excluding 
securitization indebtedness, to capital base (total subordinated 
debt and stockholder’s equity excluding accumulated other 


comprehensive income (loss}) at not more than 11 to 1 at the 
end of any fiscal quarter. The credit agreements also require the 
equipment operations to maintain a ratio of total debt to total 
capital (total debt and stockholders’ equity excluding 
accumulated other comprehensive income (loss)) of 65 percent 
or less at the end of each fiscal quarter. Under this provision, 
the company’s excess equity capacity and retained earnings 
balance free of restriction at October 29, 2017 was $10,965 
million. Alternatively under this provision, the equipment 
operations had the capacity to incur additional debt of $20,364 
million at October 29, 2017. All of these requirements of the 
credit agreements have been met during the periods included in 
the consolidated financial statements. 


Debt Ratings. To access public debt capital markets, the 
company relies on credit rating agencies to assign short-term 
and long-term credit ratings to the company’s securities as an 
indicator of credit quality for fixed income investors. A security 
rating is not a recommendation by the rating agency to buy, sell, 
or hold company securities. A credit rating agency may change 
or withdraw company ratings based on its assessment of the 
company’s current and future ability to meet interest and 
principal repayment obligations. Each agency’s rating should be 
evaluated independently of any other rating. Lower credit ratings 
generally result in higher borrowing costs, including costs of 
derivative transactions, and reduced access to debt capital 
markets. 


The senior long-term and short-term debt ratings and outlook 
currently assigned to unsecured company securities by the rating 
agencies engaged by the company are as follows: 








Senior 
Long-Term Short-Term Outlook 
PUECHIRAEIN 5:22: ni sscius dense ceeanessinns A Fl Stable 
Moody's Investors Service, Inc. ..... A2 Prime-1 Negative 
Standard & Poor's ...........cee A A-1 Stable 





Trade accounts and notes receivable primarily arise from sales of 
goods to independent dealers. Trade receivables increased by 
$914 million in 2017 due primarily to higher shipment volumes. 
The ratio of trade accounts and notes receivable at October 29, 
2017 and October 30, 2016 to fiscal year net sales was 15 
percent in 2017 and 13 percent in 2016. Total worldwide 
agriculture and turf receivables increased $553 million and 
construction and forestry receivables increased $361 million. The 
collection period for trade receivables averages less than 12 
months. The percentage of trade receivables outstanding for a 
period exceeding 12 months was | percent at October 29, 2017 
and 2 percent at October 30, 2016. 


Deere & Company's stockholders’ equity was $9,557 million at 
October 29, 2017, compared with $6,520 million at October 30, 
2016. The increase of $3,037 million resulted from net income 
attributable to Deere & Company of $2,159 million, a change in 
the retirement benefits adjustment of $829 million, an increase 
in common stock of $369 million, a change in the cumulative 
translation adjustment of $230 million, and a decrease in 
treasury stock of $216 million, which were partially offset by 
dividends declared of $769 million. 





EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and 
are subject to seasonal variations in financing requirements for 
inventories and certain receivables from dealers. The equipment 
operations sell a significant portion of their trade receivables to 
financial services. To the extent necessary, funds provided from 
operations are supplemented by external financing sources. 


Cash provided by operating activities of the equipment 
operations during 2017, including intercompany cash flows, was 
$2,438 million due primarily to net income adjusted for non-cash 
provisions and an increase in accounts payable and accrued 
expenses, partially offset by an increase in inventories, an 
increase in trade receivables, and a change in accrued income 
taxes payable/receivable. 


Over the last three years, these operating activities, including 
intercompany cash flows, have provided an aggregate of $8,424 
million in cash. 


Trade receivables held by the equipment operations increased by 
$222 million during 2017. The equipment operations sell a 
significant portion of their trade receivables to financial services 
(see previous consolidated discussion). 


Inventories increased by $564 million in 2017 due primarily to 
higher production volumes and currency translation. Most of 
these inventories are valued on the last-in, first-out (LIFO) 
method. The ratios of inventories on a first-in, first-out (FIFO) 
basis (see Note 15], which approximates current cost, to fiscal 
year cost of sales were 27 percent and 26 percent at 

October 29, 2017 and October 30, 2016, respectively. 


Total interest-bearing debt of the equipment operations was 
$5,866 million at the end of 2017, compared with $4,814 million 
at the end of 2016 and $4,903 million at the end of 2015. The 
ratio of total debt to total capital (total interest-bearing debt 
and stockholders’ equity) at the end of 2017, 2016, and 2015 
was 38 percent, 42 percent, and 42 percent, respectively. 


Property and equipment cash expenditures for the equipment 
operations in 2017 were $591 million, compared with $642 
million in 2016. Capital expenditures in 2018 are estimated to be 
$925 million. 


In September 2017, the company completed the acquisition of 
Blue River Technology (Blue River) for a cash purchase price of 
$284 million. The purchase price was financed with cash from 

operations (see Note 4). 


On December 1, 2017, the company acquired from Wirtgen 
Group Holding GmbH substantially all the business operations of 
the Wirtgen Group. The cash purchase price was €4,475 million 
(or approximately $5,327 million based on the exchange rate at 
the closing date). The company financed the acquisition and the 
transaction expenses from a combination of cash, repayment of 
intercompany loans from the financial services operations, and 
€850 million of medium-term debt financing issued by the 
equipment operations in September 2017 (see Note 30). 


FINANCIAL SERVICES 

The financial services operations rely on their ability to raise 
substantial amounts of funds to finance their receivable and 
lease portfolios. Their primary sources of funds for this purpose 
are a combination of commercial paper, term debt, securitization 
of retail notes, equity capital, and borrowings from Deere & 
Company. 

The cash provided by operating and financing activities was used 
for investing activities. Cash flows from the financial services’ 





operating activities, including intercompany cash flows, were 
$1,877 million in 2017. Cash used by investing activities totaled 
$2,897 million in 2017 due primarily to the cost of receivables 
(excluding trade and wholesale) and cost of equipment on 
operating leases exceeding collections of these receivables and 
the proceeds from sales of equipment on operating leases by 
$2,476 million and an increase in trade receivables and 
wholesale notes of $380 million. Cash provided by financing 
activities totaled $990 million in 2017, representing primarily an 
increase in external borrowings of $3,511 million, partially offset 
by a decrease in borrowings from Deere & Company of 

$2,142 million and dividends paid of $365 million to Deere & 
Company. Cash and cash equivalents decreased $29 million. 


Over the last three years, the operating activities, including 
intercompany cash flows, have provided $5,319 million in cash. 
In addition, an increase in total borrowings of $1,238 million, a 
decrease in trade receivables and wholesale notes of $770 
million, proceeds from sales of businesses, net of cash sold, of 
$149 million, and a capital investment from Deere & Company of 
$76 million provided cash inflows. These amounts have been 
used mainly to fund receivables (excluding trade and wholesale) 
and equipment on operating lease acquisitions, which exceeded 
collections and the proceeds from sales of equipment on 
operating leases, by $5,848 million and pay dividends to Deere & 
Company of $1,607 million. Cash and cash equivalents decreased 
$51 million over the three-year period. 


Receivables and equipment on operating leases increased by 
$1,890 million in 2017, compared with 2016. Total acquisition 
volumes of receivables (excluding trade and wholesale notes) 
and cost of equipment on operating leases increased 8 percent 
in 2017, compared with 2016. The volumes of financing leases, 
retail notes, and revolving charge accounts increased 
approximately 41 percent, 10 percent, and 8 percent, 
respectively, while operating lease volumes decreased 4 percent. 
During 2017, the amount of trade receivables increased 27 
percent, while wholesale notes decreased 9 percent. At 
October 29, 2017 and October 30, 2016, net receivables and 
leases administered, which include receivables administered but 
not owned, were $40,001 million and $38,116 million, 
respectively. 


Total external interest-bearing debt of the financial services 
operations was $34,179 million at the end of 2017, compared 
with $30,797 million at the end of 2016 and $31,882 million at 
the end of 2015. Total external borrowings have changed 
generally corresponding with the level of the receivable and 
lease portfolio, the level of cash and cash equivalents, the 
change in payables owed to Deere & Company, and the change 
in investment from Deere & Company. The financial services 
operations’ ratio of total interest-bearing debt to total 
stockholder’s equity was 7.6 to 1 at the end of 2017, 2016, and 
2015. 


The Capital Corporation has a revolving credit agreement to 
utilize bank conduit facilities to securitize retail notes (see 

Note 13). At October 29, 2017, the facility had a total capacity, 
or “financing limit,” of up to $3,500 million of secured 
financings at any time. The facility was renewed in November 
2017 with a capacity of $3,500 million. After a two-year 
revolving period, unless the banks and Capital Corporation agree 
to renew, Capital Corporation would liquidate the secured 
borrowings over time as payments on the retail notes are 
collected. At October 29, 2017, $1,549 million of short-term 
securitization borrowings was outstanding under the agreement. 
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During 2017, the financial services operations issued $1,924 
million and retired $2,803 million of retail note securitization 
borrowings. During 2017, the financial services operations also 
issued $7,595 million and retired $5,331 million of long-term 
borrowings, which were primarily medium-term notes. 


OFF-BALANCE-SHEET ARRANGEMENTS 


At October 29, 2017, the company had approximately $131 


million of guarantees issued primarily to banks outside the U.S. 
related to third-party receivables for the retail financing of John 
Deere equipment. The company may recover a portion of any 
required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. 
The maximum remaining term of the receivables guaranteed at 
October 29, 2017 was approximately five years. 


AGGREGATE CONTRACTUAL OBLIGATIONS 


The payment schedule for the company’s contractual obligations 


at October 29, 2017 in millions of dollars is as follows: 














Less More 
than 283 4&5 than 
Total lyear years years 5 years 
On-balance-sheet 
Debt* 
Equipment operations ....$6 5,898 $ 376$ 1,324$ 1,112 $ 3,086 
Financial services**........ 34,296 11,880 12,177 6,139 4,100 
Otel was.ns cteecosa tedatess 40,194 12,256 13,501 7,251 7,186 
Interest relating to debt*** 5,800 842 1,658 833 2,467 
Accounts payable.............. 2,909 2,780 94 32 3 
Capital leases... eee 26 10 11 4 ] 
Off-balance-sheet 
Purchase obligations ......... 2,368 2,309 22 2] 16 
Operating leases ............... 37] 98 134 83 56 
TOtallisessssrosdessiteciornnaesacs $51,668 $18,295 $15,420 $ 8,224 $ 9,729 








Principal payments. 

Payments related to securitization borrowings of $4,123 million classified as 
short-term on the balance sheet related to the securitization of retail notes 
are included in this table based on the expected payment schedule (see Note 
18). 

*** Includes projected payments related to interest rate swaps. 





The previous table does not include unrecognized tax benefit 
liabilities of approximately $221 million at October 29, 2017, 
since the timing of future payments is not reasonably estimable 
at this time (see Note 8). For additional information regarding 
pension and other postretirement employee benefit obligations, 
short-term borrowings, long-term borrowings, and lease 
obligations, see Notes 7, 18, 20, and 21, respectively. 


CRITICAL ACCOUNTING POLICIES 


The preparation of the company’s consolidated financial 
statements in conformity with accounting principles generally 
accepted in the U.S. requires management to make estimates 
and assumptions that affect reported amounts of assets, 
liabilities, revenues, and expenses. Changes in these estimates 
and assumptions could have a significant effect on the financial 
statements. The accounting policies below are those 
management believes are the most critical to the preparation of 
the company’s financial statements and require the most 
difficult, subjective, or complex judgments. The company’s other 
accounting policies are described in the Notes to the 
Consolidated Financial Statements. 


Sales Incentives 

At the time a sale to a dealer is recognized, the company records 
an estimate of the future sales incentive costs for allowances 
and financing programs that will be due when the dealer sells 
the equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels, and retail sales volumes. The final cost of these programs 
and the amount of accrual required for a specific sale are fully 
determined when the dealer sells the equipment to the retail 
customer. This is due to numerous programs available at any 
particular time and new programs that may be announced after 
the company records the sale. Changes in the mix and types of 
programs affect these estimates, which are reviewed quarterly. 


The sales incentive accruals at October 29, 2017, October 30, 
2016, and November 1, 2015 were $1,581 million, $1,391 
million, and $1,463 million, respectively. The increase in 2017 
was related primarily to higher sales volumes, while the decrease 
in 2016 was due primarily to lower sales volumes. 


The estimation of the sales incentive accrual is impacted by 
many assumptions. One of the key assumptions is the historical 
percent of sales incentive costs to retail sales from dealers. Over 
the last five fiscal years, this percent has varied by an average of 
approximately plus or minus 1.4 percent, compared to the 
average sales incentive costs to retail sales percent during that 
period. Holding other assumptions constant, if this estimated 
cost experience percent were to increase or decrease 1.4 
percent, the sales incentive accrual at October 29, 2017 would 
increase or decrease by approximately $93 million. 


Product Warranties 

At the time a sale to a dealer is recognized, the company records 
the estimated future warranty costs. The company generally 
determines its total warranty liability by applying historical claims 
rate experience to the estimated amount of equipment that has 
been sold and is still under warranty based on dealer inventories 
and retail sales. The historical claims rate is primarily determined 
by a review of five-year claims costs and consideration of current 
quality developments. Variances in claims experience and the 
type of warranty programs affect these estimates, which are 
reviewed quarterly. 


The product warranty accruals, excluding extended warranty 
unamortized premiums, at October 29, 2017, October 30, 2016, 
and November 1, 2015 were $1,007 million, $779 million, and 
$807 million, respectively. The increase in 2017 was due 
primarily to higher sales volumes and claims experience. The 
decrease in 2016 was due primarily to lower sales volumes. 


Estimates used to determine the product warranty accruals are 
significantly affected by the historical percent of warranty claims 
costs to sales. Over the last five fiscal years, this percent has 
varied by an average of approximately plus or minus .17 percent, 
compared to the average warranty costs to sales percent during 
that period. Holding other assumptions constant, if this 
estimated cost experience percent were to increase or decrease 
.17 percent, the warranty accrual at October 29, 2017 would 
increase or decrease by approximately $49 million. 


Postretirement Benefit Obligations 

Pension obligations and other postretirement employee benefit 
(OPEB) obligations are based on various assumptions used by 
the company’s actuaries in calculating these amounts. These 





assumptions include discount rates, health care cost trend rates, 
expected return on plan assets, compensation increases, 
retirement rates, mortality rates, and other factors. Actual results 
that differ from the assumptions and changes in assumptions 
affect future expenses and obligations. 


The pension liabilities, net of pension assets, recognized on the 
balance sheet at October 29, 2017, October 30, 2016, and 
November 1, 2015 were $1,073 million, $1,949 million, and 
$1,022 million, respectively. The decrease in pension net 
liabilities in 2017 was due primarily to the return on plan assets, 
partially offset by interest on the liabilities and service cost. The 
increase in pension net liabilities in 2016 was due primarily to 
decreases in discount rates. The OPEB liabilities, net of OPEB 
assets, at October 29, 2017, October 30, 2016, and November 1, 
2015 were $5,623 million, $6,065 million, and $5,395 million, 
respectively. The decrease in OPEB net liabilities in 2017 was due 
primarily to a contribution to the Voluntary Employees’ 
Beneficiary Association trust. The increase in OPEB net liabilities 
in 2016 was due primarily to decreases in discount rates and 
interest on the liabilities (see Note 7). 











In 2016, the company changed the method used to estimate the 
service and interest cost components of the net periodic pension 
and postretirement benefits cost. The new method uses the spot 
yield curve approach to estimate the service and interest cost by 
applying the specific spot rates along the yield curve used to 
determine the benefit plan obligations to relevant projected cash 
outflows. For 2015, the service and interest cost components 
were determined using a single weighted-average discount rate. 
he change did not affect the measurement of the total benefit 
plan obligations as the change in service and interest cost 
offsets in the actuarial gains and losses recorded in other 
comprehensive income. 


— 


The company changed to the new method to provide a more 
precise measure of service and interest cost by improving the 
correlation between the projected benefit cash flows and the 
discrete spot yield curve rates. The company accounted for this 
change as a change in estimate prospectively beginning in 2016. 
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he effect of hypothetical changes to selected assumptions on 
the company’s major U.S. retirement benefit plans would be as 
follows in millions of dollars: 











October 29, 2017 _2018 
Increase Increase 
Percentage (Decrease) (Decrease) 
Assumptions Change PBO/APBO* Expense 
Pension 
Discount rate** ......... +/-.5 $ (712)/818 $ (37)/43 
Expected return on assets... +/-5 (50)/50 
OPEB 
Discount rate** ......... ee. +/-5 (351)/389 (13)/14 
Expected return on assets... +/-5 (2)/2 
Health care cost 
trend rate** 0... +/-1.0 769/(597) 92/(71) 


* Projected benefit obligation (PBO) for pension plans and accumulated 


postretirement benefit obligation (APBO) for OPEB plans. 
** Pretax impact on service cost, interest cost, and amortization of gains or 
losses. 





Goodwill 
Goodwill is not amortized and is tested for impairment annually 
and when events or circumstances change such that it is more 


likely than not that the fair value of a reporting unit is reduced 
below its carrying amount. The end of the fiscal third quarter is 
the annual measurement date. To test for goodwill impairment, 
the carrying value of each reporting unit is compared with its fair 
value. If the carrying value of the goodwill is considered 
impaired, a loss is measured as the excess of the reporting unit’s 
carrying value over the fair value, with a limit of the goodwill 
allocated to that reporting unit. 


An estimate of the fair value of the reporting unit is determined 
through a combination of comparable market values for similar 
businesses and discounted cash flows. These estimates can 
change significantly based on such factors as the reporting 
unit’s financial performance, economic conditions, interest rates, 
growth rates, pricing, changes in business strategies, and 
competition. 


Based on this testing, the company has not identified a 
reporting unit for which the goodwill was impaired in 2017, 
2016, or 2015. A 10 percent decrease in the estimated fair value 
of the company’s reporting units would have had no impact on 
the carrying value of goodwill at the annual measurement date 
in 2017. 


Allowance for Credit Losses 

The allowance for credit losses represents an estimate of the 
losses inherent in the company’s receivable portfolio. The level 
of the allowance is based on many quantitative and qualitative 
factors, including historical loss experience by product category, 
portfolio duration, delinquency trends, economic conditions, and 
credit risk quality. The adequacy of the allowance is assessed 
quarterly. Different assumptions or changes in economic 
conditions would result in changes to the allowance for credit 
losses and the provision for credit losses. 


The total allowance for credit losses at October 29, 2017, 
October 30, 2016, and November 1, 2015 was $243 million, 
$226 million, and $198 million, respectively. The allowance 
increased in 2017 compared to 2016 due primarily to growth in 
the receivable portfolio, and increased in 2016 compared to 
2015 due to higher write-off experience. 





The assumptions used in evaluating the company’s exposure to 
credit losses involve estimates and significant judgment. The 
historical loss experience on the receivable portfolio represents 
one of the key assumptions involved in determining the 
allowance for credit losses. Over the last five fiscal years, this 
percent has varied by an average of approximately plus or minus 
.07 percent, compared to the average loss experience percent 
during that period. Holding other assumptions constant, if this 
estimated loss experience on the receivable portfolio were to 
increase or decrease .07 percent, the allowance for credit losses 
at October 29, 2017 would increase or decrease by 
approximately $24 million. 


Operating Lease Residual Values 

The carrying value of equipment on operating leases is affected 
by the estimated fair values of the equipment at the end of the 
lease (residual values). Upon termination of the lease, the 
equipment is either purchased by the lessee or sold to a third 
party, in which case the company may record a gain or a loss for 
the difference between the estimated residual value and the sale 
price. The residual values are dependent on current economic 
conditions and are reviewed when events or circumstances 
necessitate an evaluation. Changes in residual value assumptions 
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would affect the amount of depreciation expense and the 
amount of investment in equipment on operating leases. 


The total operating lease residual values at October 29, 2017, 
October 30, 2016, and November 1, 2015 were $4,679 million, 
$4,347 million, and $3,603 million, respectively. The changes in 
2017 and 2016 were due primarily to the increasing levels of 
operating leases. 


Estimates used in determining end of lease market values for 
equipment on operating leases significantly impact the amount 
and timing of depreciation expense. Hypothetically, if future 
market values for this equipment were to decrease 10 percent 
from the company’s present estimates, the total impact would 
be to increase the company’s annual depreciation for equipment 
on operating leases by approximately $200 million. 


Income Taxes 

The company’s income tax provision, deferred income tax assets 
and liabilities, and liabilities for uncertain tax benefits represent 
the company’s best estimate of current and future income taxes 
to be paid. The annual tax rate is based on income tax laws, 
statutory tax rates, taxable income levels, and tax planning 
opportunities available in various jurisdictions where the 
company operates. These tax laws are complex, and require 
significant judgment to determine the consolidated provision for 
income taxes. Changes in tax laws, statutory tax rates, and 
estimates of the company’s future taxable income levels could 
result in actual realization of deferred taxes being materially 
different from amounts provided for in the consolidated financial 
statements. 


Deferred income taxes represent temporary differences between 
the tax and the financial reporting basis of assets and liabilities, 
which will result in taxable or deductible amounts in the future. 
Deferred tax assets also include loss carryforwards and tax 
credits. These assets are regularly assessed for the likelihood of 
recoverability from estimated future taxable income, reversal of 
deferred tax liabilities, and tax planning strategies. To the extent 
the company determines that it is more likely than not a 
deferred income tax asset will not be realized, a valuation 
allowance is established. The recoverability analysis of the 
deferred income tax assets and the related valuation allowances 
requires significant judgment and relies on estimates. 


Uncertain tax positions are determined based on whether it is 
more likely than not the tax positions will be sustained based on 
the technical merits of the position. For those positions that 
meet the more likely than not criteria, an estimate of the largest 
amount of tax benefit that is greater than 50 percent likely to be 
realized upon ultimate settlement with the related tax authority 
is recognized. The ultimate resolution of the tax position could 
take many years and result in a payment that is significantly 
different from the original estimate. 


A provision for U.S. income taxes or foreign withholding taxes 
has not been recorded on undistributed profits of the company’s 
non-U.S. subsidiaries that are not currently taxable in the U.S. 
and that are determined to be indefinitely reinvested outside the 
U.S. If management intentions or U.S. tax law changes in the 
future, there may be a significant impact on the provision for 
income taxes in the period the change occurs. For further 
information on income taxes, see Note 8 to the consolidated 
financial statements. 


FINANCIAL INSTRUMENT MARKET RISK INFORMATION 


The company is naturally exposed to various interest rate and 
foreign currency risks. As a result, the company enters into 
derivative transactions to manage certain of these exposures 
that arise in the normal course of business and not for the 
purpose of creating speculative positions or trading. The 
company’s financial services operations manage the relationship 
of the types and amounts of their funding sources to their 
receivable and lease portfolio in an effort to diminish risk due to 
interest rate and foreign currency fluctuations while responding 
to favorable financing opportunities. Accordingly, from time to 
time, these operations enter into interest rate swap agreements 
to manage their interest rate exposure. The company also has 
foreign currency exposures at some of its foreign and domestic 
operations related to buying, selling, and financing in currencies 
other than the functional currencies. The company has entered 
into agreements related to the management of these foreign 
currency transaction risks. 


Interest Rate Risk 

Quarterly, the company uses a combination of cash flow models 
to assess the sensitivity of its financial instruments with interest 
rate exposure to changes in market interest rates. The models 
calculate the effect of adjusting interest rates as follows: cash 
flows for financing receivables are discounted at the current 
prevailing rate for each receivable portfolio, cash flows for 
marketable securities are primarily discounted at the applicable 
benchmark yield curve plus market credit spreads, cash flows for 
unsecured borrowings are discounted at the applicable 
benchmark yield curve plus market credit spreads for similarly 
rated borrowers, cash flows for securitized borrowings are 
discounted at the swap yield curve plus a market credit spread 
for similarly rated borrowers, and cash flows for interest rate 
swaps are projected and discounted using forward rates from 
the swap yield curve at the repricing dates. The net loss in these 
financial instruments’ fair values which would be caused by 
increasing the interest rates by 10 percent from the market rates 
at October 29, 2017 would have been approximately $4 million. 
The net loss from increasing the interest rates by 10 percent at 
October 30, 2016 would have been approximately $13 million. 





Foreign Currency Risk 

In the equipment operations, the company’s practice is to hedge 
significant currency exposures. Worldwide foreign currency 
exposures are reviewed quarterly. Based on the equipment 
operations’ anticipated and committed foreign currency cash 
inflows, outflows, and hedging policy for the next twelve 
months, the company estimates that a hypothetical 10 percent 
strengthening of the U.S. dollar relative to other currencies 
through 2018 would decrease the 2018 expected net cash 
inflows by approximately $78 million. At October 30, 2016, a 
hypothetical 10 percent strengthening of the U.S. dollar under 
similar assumptions and calculations indicated a potential $77 
million adverse effect on the 2017 net cash inflows. 


In the financial services operations, the company’s policy is to 
hedge the foreign currency risk if the currency of the borrowings 
does not match the currency of the receivable portfolio. As a 
result, a hypothetical 10 percent adverse change in the value of 
the U.S. dollar relative to all other foreign currencies would not 
have a material effect on the financial services cash flows. 


MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 


The management of Deere & Company is responsible for 
establishing and maintaining adequate internal control over 
financial reporting. Deere & Company’s internal control system 
was designed to provide reasonable assurance regarding the 
preparation and fair presentation of published financial 
statements in accordance with generally accepted accounting 
principles. 


All internal control systems, no matter how well designed, have 
inherent limitations. Therefore, even those systems determined 
to be effective can provide only reasonable assurance with 
respect to financial statement preparation and presentation in 
accordance with generally accepted accounting principles. 


Management assessed the effectiveness of the Company's 
internal control over financial reporting as of October 29, 2017, 
using the criteria set forth in Internal Control — Integrated 
Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on that 
assessment, management believes that, as of October 29, 2017, 
the Company’s internal control over financial reporting was 
effective. 


The Company's independent registered public accounting firm 
has issued an audit report on the effectiveness of the Company’s 
internal control over financial reporting. This report appears 
below. 


December 18, 2017 


REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


Deere & Company: 





We have audited the accompanying consolidated balance sheets 
of Deere & Company and subsidiaries (the ‘““Company’’) as of 
October 29, 2017 and October 30, 2016, and the related 
statements of consolidated income, consolidated comprehensive 
income, changes in consolidated stockholders’ equity, and 
consolidated cash flows for each of the three years in the period 
ended October 29, 2017. We also have audited the Company's 
internal control over financial reporting as of October 29, 2017, 
based on criteria established in Internal Control — Integrated 
Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company's 
management is responsible for these financial statements, for 
maintaining effective internal control over financial reporting, 
and for its assessment of the effectiveness of internal control 
over financial reporting, included in the accompanying 
Management's Report on Internal Control Over Financial 
Reporting. Our responsibility is to express an opinion on these 
financial statements and an opinion on the Company's internal 
control over financial reporting based on our audits. 


We conducted our audits in accordance with the standards of 
the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial 
statements are free of material misstatement and whether 
effective internal control over financial reporting was maintained 
in all material respects. Our audits of the financial statements 
included examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing 


the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement 
presentation. Our audit of internal control over financial 
reporting included obtaining an understanding of internal 
control over financial reporting, assessing the risk that a material 
weakness exists, and testing and evaluating the design and 
operating effectiveness of internal control based on the assessed 
risk. Our audits also included performing such other procedures 
as we considered necessary in the circumstances. We believe 
that our audits provide a reasonable basis for our opinions. 





A company’s internal control over financial reporting is a process 
designed by, or under the supervision of, the company’s principal 
executive and principal financial officers, or persons performing 
similar functions, and effected by the company’s board of 
directors, management, and other personnel to provide 
reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted 
accounting principles. A company’s internal control over financial 
reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of 
the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of 
financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the 
company are being made only in accordance with authorizations 
of management and directors of the company; and (3) provide 
reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial 
statements. 





Because of the inherent limitations of internal control over 
financial reporting, including the possibility of collusion or 
improper management override of controls, material 
misstatements due to error or fraud may not be prevented or 
detected on a timely basis. Also, projections of any evaluation of 
the effectiveness of the internal control over financial reporting 
to future periods are subject to the risk that the controls may 
become inadequate because of changes in conditions, or that 
the degree of compliance with the policies or procedures may 
deteriorate. 


In our opinion, the consolidated financial statements referred to 
above present fairly, in all material respects, the financial 
position of the Company as of October 29, 2017 and 

October 30, 2016, and the results of their operations and their 
cash flows for each of the three years in the period ended 
October 29, 2017, in conformity with accounting principles 
generally accepted in the United States of America. Also, in our 
opinion, the Company maintained, in all material respects, 
effective internal control over financial reporting as of 

October 29, 2017, based on the criteria established in Internal 
Control — Integrated Framework (2013) issued by the Committee 
of Sponsoring Organizations of the Treadway Commission. 


DELOITTE & TOUCHE LLP 
Chicago, Illinois 


December 18, 2017 
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DEERE & COMPANY 


STATEMENT OF CONSOLIDATED INCOME 
For the Years Ended October 29, 2017, October 30, 2016, and November 1, 2015 
(In millions of dollars) 












































2017 2016 2015 

Net Sales and Revenues 
NOt SAl@S vivisidesuedeweaunnenetincusibeesacueats tewph adh nexuatediainex ube neebaclen denen denpucevtnguvnatehieapibonsnagav nanan Reba $25,885.1 $23,387.3.  $25,775.2 
Finance and interest inCOM@............cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeceeeaneneeeeeeeteeeeeeeeeeeeeesesnnnneneeneeteeeeess 2,731.5 2,511.2 2,381.1 
OTHER INCOMES, tfc setae roh ete hho ta, ceshbauma has aeeatae ooencarinaleniGsaeussl unten: daeacacds ne paotheas chaluehaannee aneseien 1,121.1 745.5 706.5 

WM Oteall seeeaceknoresecetessascatscetecians sens Mesecdenagasagegr chet ancetenat dened ateccdaamstaretune teh Mesaceataaatagnatmet an Genects 29,737.7 26,644.0 28,862.8 
Costs and Expenses 
COSEOR SIGS acescacvsaancls ate naneenetatapamesnetatcaaunsddcas cadedetnecatatas ds sausache te sectenesuasmeda dat ed oe carceaasetambauaineas 19,933.5 18,248.9 20,143.2 
Research and development expenses.............:0seeeeeeeeeeeeees 1,367.7 1,389.1 1,425.1 
Selling, administrative and general expenses 3,066.6 2,763.7 2,873.3 
Interest EXPeNse ......... ec ceeeeeeceeeeeeeeeeeeaaeeeeeeeeeaaereeeeeaa 899.5 763.7 680.0 
Other Operating: OxPeMmses scc.2.dentcesexctcciedseusity spannsadaymecenidies banat aaus vaca desaitya tae nsatinedbobaeotsaaevera pinaeetabhes 1,316.6 1,254.6 961.1 

TO Wall iss hs fk Beil Shh eaten db ete ddnh a ugida ded oSbayuanane woes bik den adeldatewetehoae didaetnal eblba hued tal abana dbemiaaeie 26,583.9 24,420.0 26,082.7 
Income of Consolidated Group before Income Taxes ...................0ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeenennnneeeeeteeees 3,153.8 2,224.0 2,780.1 
Provisiony for INCOME TAXES :veassceceaasdecoiencngu cn cntieabanglaeaencantcslenedendenna cht bawies ddaenonsadinabncdeemeyseasaadeneean dees 971.1 700.1 840.1 
Income of Consolidated Group....................cceceeccce cece eee tenet eeeeeeeeeeeeeeeeeeeeeeaaeennneeeeeeeeeeeeeeeeeeereeeed 2,182.7 1,523.9 1,940.0 
Equity in income (loss) of unconsolidated affiliates ........... cece eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennteneneeeeeeeeees (23.5) (2.4) 9 
INGE UMNCOMME 33 2585 sc iid tetas hb nuien ta pebban atbbchsabute tatden bicobag Mache adie. dbeldwb. coche dbhehha, i bobieieedi died iad etidadded 2,159.2 1,521.5 1,940.9 

Less: Net income (loss) attributable to noncontrolling interests ..............::c:eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaees J (2.4) BS) 
Net Income Attributable to Deere & Company .................. ccc cece eeeeeeeeeeeeeeeeeeeeeeeeeeeennneneeeeeeeeeeees $ 2,159.1 $ 1,523.9 $ 1,940.0 
Per Share Data 
eS UG tsa eee sete potent crates ety etek ie aa ato ce cece dame deel fadnennnementingeettenicadaeasutens $ 676 $ 483 $ 5.81 
DIUtO scien absccitdied se inlenes ac ahideiade.ddewiatestncdalaeinbebipeaesddat aoe hier nluachdeedish iaddugddvenddarndinban Seebisudessddawehs $ 668 $ 481 $ 5.77 
Dividends de Clana cl cee .2322 seca caseoreentnt ooekd seul askance ences leat cater died atd Mats demad manent eak feta taawacmagdaakeds $ 240 $ 240 $ 2.40 
Average Shares Outstanding 
BASIC 25a ceee osnancinectamtecn erate nine 4 taka tameet, Ge cee eieeran rads e eau eatiaet eecedeatelss eds tam ne eae eee eta 319.5 315.2 333.6 
DCEO 2s: datstiachtan Shel bieundiht nett abbsotes subuocedien dhametscitang Sasrheuhsd gn cdedadiniee huabad unl achciphaetccs Ss caapaciahel aebaeout 323.3 316.6 336.0 





The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 
For the Years Ended October 29, 2017, October 30, 2016, and November 1, 2015 
(In millions of dollars) 




















2017 2016 2015 

NeGt ICOM Go 02: <5 2.2228 2cdenanccacoutancnaese gaucradearesbacddalancsentanadtenetendetanmeatieethaaanmtubntdtseadecpaecteeimsdsusmensmenrenss $2,159.2 $1,521.55  $1,940.9 
Other Comprehensive Income (Loss), Net of Income Taxes 

Retirement benefits adjustMent.............c:sseeeeeeeeeeeeeeeeeee eee e ee eeeeeeeeeeeeeeeeseeeeeeeeeeeeeetininneneeeeeeeeeeeeeeees 828.8 (907.6) (7.7) 

Cumulative translation adjUstmenit si0.52cceeccrentanaednenenuseds decaeseteseaeycansaged scnntnaedsdcsaueesueelpadedborenseatacds 230.6 9.0 (935.1) 

Unrealized gain (loss) On derivatives ..........c::cceeeeeeeeeeeeeee eects eeteeeeeeeeeeeeeeeeeeeeeeeeeeeeetninneneeeeeeeteeeeeeees 3.7 2.9 (2.5) 

Unrealized loss on investMents.............0.cceccceceueeceeeceeeeueceeeeeeecsucetuestueeretseeeecsuetsneesestenetaesereteaeees (.6) (.9) (1.5) 
Other Comprehensive Income (Loss), Net of Income Taxes....................::ccseeeeeeeeeeeeeeeeeeeteeeeeeeeeennnneeenss 1,062.5 (896.6) (946.8) 
Comprehensive Income of Consolidated Group.....................cccccccecee eee eeteeeeeeeeeeeeeeeeeeeeeeeeeeeeennnnneneess 3,221.7 624.9 994.1 
Less: Comprehensive income (loss) attributable to noncontrolling interests .............:ccseeeeeeeeeeeeeeeeeeeeeeeeeeees 3 (2.4) 5 
Comprehensive Income Attributable to Deere & Company...............0.00 eect eee e teers $3,2214 $ 6273 $ 993.6 











The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


CONSOLIDATED BALANCE SHEET 
As of October 29, 2017 and October 30, 2016 
(In millions of dollars except per share amounts) 



























































2017 2016 
ASSETS 
Cash:and Cash Cquivalents vein sicntestsenctnciencd ancieeeeceagisnedtatmennceesead sa weanauean deus sce naue nedecuasivyeaneusnmnunbenua any wanes $ 9,334.9 $ 4,335.8 
Marketable SeCu tithes esr: o.dse2cvensenepandumentnaciatenlt sagmanavetdatadprteastboagdung attayieateatd tnccdualus taasuteyS pra nangue torte deannenduseeniane gs 451.6 453.5 
Receivables from u 35.9 16.5 
Trade accounts and notes receivable — net 3,924.9 3,011.3 
Financing receivab 25,104.1 23,702.3 
Financing receivab 4,158.8 5,126.5 
Other receivables . 1,200.0 1,018.5 
Equipment on ope 6,593.7 5,901.5 
[MVENEORMES Ss acetate’ x sayaaitvantaa ation lepaineceotioesa Reta cioteasnnt seated ansieess adedien ounadeeee cunalega streamate Nobmandiaut acai Wadena deeanatedeaets 3,904.1 3,340.5 
Property and equipment — Met ............:eeceeeeeeeeeeeeeeeeeeee eee eeeeeeeteeeeeeeeeeeeeeeeeeeeeeeaeaanneeeeeeeeeeeseseeeeeeeeeeennnnnneeeeeees 5,067.7 5,170.6 
Investments in unconsolidated affiliates 182.5 232.6 
GOGGIN ls icetiecticdscehGaia ae ate see umetrnncdenermaasectmeages 1,033.3 815.7 
Other intangible asséts = et. sscc.sadussc Wend vccsacdsgecndeas.Sesbenelevedeaeeanive auetededd endehduderdeaeen tea Monin edd teeens 218.0 104.1 
RELIFEMENE DEMERS \s2scscadcszecascad, tendo cadaciataatensasa@anncdreedadalbens beans Catenmbadedte aindadsatta seats bantaapcatdsecedy cqestdescaateaise 538.2 93.6 
2,415.0 2,964.4 
1,623.6 1,631.1 
Total ASS@tS 53. sa cscete sect hoa ois aden Msgs halal Aiea an genue pe odd Aid Gtd Lae das yet eee aie Ske atid eden. faa emcee $65,786.3 $57,918.5 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
SHOMEHE RM DOTOWINGS 2225262 Sectau neneestien sins sedi onedecacbedeinataadlusatdetadadetlaeay te damien eae uetiea ts dedeteanedeaceacmanaiaotabuas eaeaeouepeeae $ 6,910.7 
Short-term securitization borrowingS...............:eeeee00 4,997.8 
Payables to unconsolidated affiliates... 81.6 
Accounts payable and accrued expenses 7,240.1 
Deferred income taxes .............cccceceseeeeeeeeeeeeeeeeeeeees 166.0 
LOnG=erih BORPGWIMGS ii: ence: pcecicacremcciedetndeataoadnaades de teausieud tnbuaaawatsduangue pananspceddnlhageaus wanaeiacainateenaddy otenaiioauausente 23,703.0 
Retirement benefits and other liabilities 8,274.5 
TWOtal Wie Bilt GS cre ies cs cance cine edaneceeacciaaade enldesgaatatagaseatatsbs sus sadaidaaesay aah te nhedeaserieaagd sa sacaatedenscedeatenosteatiaatsatee 51,373.7 
Commitments and contingencies (Note 22) 
Redeemable noncontrolling interest (Note 4) ..........cccceeeeeeeeeceeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeaaeeeeeeeeeeeeeeeeeeeeeeeeeesnnnnnneeeeeees 14.0 4.0 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 
issued — 536,431,204 shares in 2017 and 2016), at paid-in AMOUNE............ eee cece eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetenneneeees 4,280.5 3,911.8 
Common stock in treasury, 214,589,902 shares in 2017 and 221,663,380 shares in 2016, at COSt...........ceeeeeeeeeeeeeeees (15,460.8) (15,677.1) 
Retained: @arnings: sc.:cisess ceveanucectwaentcaldcemueashuraduebepdetsnenedaeestasondea dasa smmedel need dedudanddgupeedeenawht Seandenstedeaadelgueal 25,301.3 23,911.3 
Accumulated other comprehensive income (loss) (4,563.7) (5,626.0) 
Total Deere & Company stockholders’ equity............... 9,557.3 6,520.0 
Noncontrolling interests ..............cccceeseeeeeeeeeeeeeeeeeees 3.2 0.8 
Total stockholders: @qUity s:ncc.s2asusnsiteetaanetcenducatdaesstacsandeSncausianSnedeand .veadanddenaedatuaand agadu cate hacvaraeevaweanacabaves 9,560.5 6,530.8 
Total Liabilities and Stockholders’ Equity .........0...........ccccc ce eceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeannneeeeeeteeeeeeeeeeeeeeeeeeaeeee $65,786.3. $57,918.5 














The notes to consolidated financial statements are an integral part of this statement. 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED CASH FLOWS 
For the Years Ended October 29, 2017, October 30, 2016, and November 1, 2015 
(In millions of dollars) 
































































2017 2016 2015 
Cash Flows from Operating Activities 
NOE ICOM G se ceccep ct ce cameniewa Aetrwecuats namerule tecwu ce acvacels nelttatnexemuiea Suc Bediaetredon newenu eencesdacuaneeun aueseteeseeanedly $ 2,159.2 $ 1,521.5 $ 1,940.9 
Adjustments to reconcile net income to net cash provided by operating activities: 
ProvisiOm FOr CheGits |GSSOS) eco cde! coed on white uct viva finale Po sicregeti adnate be Phe waaet De cmaiegnddendenn Ddaactaedeneshadhceeds 98.3 94.3 55.4 
Provision for depreciation and amortization 1,715.5 1,559.8 1,382.4 
Inmpainmenticharges:,c.:26ccccchectade de shakde Shetieed Bos gonaeisehead ig iacieas sabeccedh ned ghasanag boentansenceedectendtegeeeales 39.8 85.1 34.8 
Share-based compensation ExPeMse ..........:::ccceeeeeeeeeeeeeeeeeeeeeceadeeeeeeeeeeeeeeeeeeeeeecsennnnnieeeeeteeteeeess 68.1 70.6 66.1 
Gain on sale of unconsolidated affiliates and investments (375.1) (74.5) 
Undistributed earnings of unconsolidated affiliates ..............eeeeeeeceeeeeeeeeteeeeeeeeeeeees (14.4) (1.9) (1.0) 
Provision (credit) for deferred incOMe taxeS .............cccccecceeeceeccecseeeceeeeceecsueeeeeceeetenecsesteneeeesteetees 100.1 282.7 (18.4) 
Changes in assets and liabilities: 
Trade, notes and financing receivables related to sales .............. cc cccseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenenennes (838.9) 335.2 811.6 
MSUFA NCE OGEIVADIES esis serach shies anchanadhounteateRacougandndlotedcntese dead duaceeauabaeee? 333.4 
WAVETIEO RIES: acciescn hoes cate dthot acd ihe Sate Masel osacdedhsua Lidar Stems datete medadd ameethaSa shied ce hehengldec sda ddety deeanucnss (1,305.3) (106.1) (691.4) 
Accounts payable and accrued expenses 968.0 (155.2) (503.6) 
Accrued income taxes payable/receivable (84.2) 7.0 (119.1) 
Retirement benefits (31.9) 238.6 427.5 
OPS Hoe cecal ech setae at gncas tacnas edharire Noe nslesoatte wivetoaie ia ljoctapttectues  Onhenated wtadhmcbmatadeeds (299.4) (87.4) 40.2 
Net cash provided by operating activities ........... 00... ccc ceeseeeeeeeeeeeeeeeeeeeeeeeeeeeeeenteeeeeeeeteteeeeeeees 2,199.8 3,769.7 3,758.8 
Cash Flows from Investing Activities 
Collections of receivables (excluding receivables related to sales) .............ccceeeeeeeeeee eee eeeteteeeeeeeeeeeeeeeess 14,671.1 14,611.4 14,919.7 
Proceeds from maturities and sales of marketable S@CUTitiES «0.0.0.0... cece eccccceeccceeeceeeeeeeeeeeeteueeeeeneeeeaes 404.2 169.4 860.7 
Proceeds from sales of equipment on operating leases ...............eceeeceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennenneness 1,440.8 1,256.2 1,049.4 
Proceeds from sales of businesses and unconsolidated affiliates, net of cash sold oe 113.9 81.1 149.2 
Cost of receivables acquired (excluding receivables related to sales)..............::::::eeeeeeeees — (15,221.8) (13,954.5) (14,996.5) 
Purchases of marketable S@CUIitICS .............cccccccseecceecceseceeccusecceueceeuseeesseuseusersuseaseceeeeteeseceetaneeas (118.0) (171.2) (154.9) 
Purchases of property and ‘equipment ..:.2.sacccssccencsseteeevteccssdetavansaesd sence cesdudeapaeadnensadaeea cgcmscacdeeneana (594.9) (644.4) (694.0) 
Cost of equipment on operating leases acquired ...............cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees (1,997.4) (2,310.7) (2,132.1) 
Acquisitions of businesses, net of cash ACqQUITEd............eseeeeeeeeeeeeeeeeeeeeeeeeeeeentnnneeeeeess (284.2) (198.5) 
09 X=) eee eae ee ee et (58.0) (16.0) (60.2) 
Net cash used for investing activities ..............cccceeeeeceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetntneeneneetteeeseeees (1,644.3) (1,177.2) (1,058.7) 
Cash Flows from Financing Activities 
Increase (decrease) in total short-term DOrrowingS...........cccceeeeeeeeeeee eee eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentnnnnens 1,310.6 (1,213.6) 501.6 
Proceeds from long-term borrowingS...........:::::seeeeeeeeeeeeeeeeeeeeeeeeeeettenneeeeeeeeeeeeeeeeees 8,702.2 5,070.7 5,711.0 
Payments of long-term DOrrowingS..............::sseeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetnnnneeeeeeteteeeeeeees (5,397.0) (5,267.6) (4,863.2) 
Proceeds from issuance Of COMMON StOCK............cceccececcceeeecee ee eeeeeeeeeueeeteueeeeseeeeenees 528.7 36.0 172.1 
Repurchases of COMMON StOCK ...........ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetnntneneeteeeeteeeeenes (6.2) (205.4) (2,770.7) 
Dividends paid (764.0) (761.3) (816.3) 
OTN hace castee tetas c actea span taciascnttin se cteusit naatatettanabaah Momeaadett edna cremnen cade teats (87.8) (64.7) (72.1) 
Net cash provided by (used for) financing activities ..............cccceeeeeeeeeeeeeeeeee tees eeteeneeeeeeeeeeeeees 4,286.5 (2,405.9) (2,137.6) 
Effect of Exchange Rate Changes on Cash and Cash Equivalents .......00............c.ccceeeeeeceeeeeeeeeeeeeeees 157.1 (13.0) (187.3) 
Net Increase in Cash and Cash Equivalents .........00.0.......ccceecccceee cece ee eeeeneeeeeeeeeeeeeeeeeteeeeeeeeennnnnnees 4,999.1 173.6 375.2 
Cash and Cash Equivalents at Beginning of Year ......................cccseeeeeeeeeeeeeeeeeeeeee eee ettneeneneeteeeeeeess 4,335.8 4,162.2 3,787.0 
Cash and Cash Equivalents at End of Year... reer e etter cnentnnnnrnnaeees $ 9,334.9 $ 4,335.8 $ 4,162.2 











The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


STATEMENT OF CHANGES IN CONSOLIDATED STOCKHOLDERS’ EQUITY 
For the Years Ended November 1, 2015, October 30, 2016, and October 29, 2017 


(In millions of dollars) 





Total Stockholders’ Equity 





Deere & Company Stockholders 





Accumulated 














Total Other Redeemable 
Stockholders’ Common Treasury Retained Comprehensive Noncontrolling | Noncontrolling 
Equity Stock Stock Earnings _Income (Loss) Interests Interest 
Balance November 2, 2014............. $ 9,065.5 $3,675.4 $(12,834.2) $22,004.4 $ (3,783.0) $ 29 
NOt INCOME sccc0.Pccusdersdnedasddendessieden 1,940.9 1,940.0 9 
Other comprehensive loss .............4- (946.8) (946.4) (.4) 
Repurchases of common stock.......... (2,770.7) (2,770.7) 
Treasury shares reissued ...............64. 107.3 107.3 
Dividends declared ...............0c.000c00e (800.8) (799.5) (1.3) 
Stock options and other ..............0 162.2 150.2 (.1) 12.1 
Balance November 1, 2015............. 6,757.6 3,825.6 (15,497.6) 23,144.8 (4,729.4) 14.2 
Net income (loss) ..........0..00.ceeceeeeeee 1,521.5 1,523.9 (2.4) 
Other comprehensive loss .............4- (896.6) (896.6) 
Repurchases of common stock.......... (205.4) (205.4) 
Treasury shares reissued ................4. 25.9 25.9 
Dividends declared ...............00..00000e (758.0) (757.1) (.9) 
Acquisition (Note 4) .........0.0.0....ee $ 14.0 
Stock options and other ..............0. 85.8 86.2 (.3) (.1) 
Balance October 30, 2016.............. 6,530.8 3,911.8  (15,677.1) = 23,911.3 (5,626.0) 10.8 14.0 
Net INCOME... 0... cec cece cece eee eeeees 2,159.2 2,159.1 al 
Other comprehensive income............ 1,062.5 1,062.3 2: 
Repurchases of common stock.......... (6.2) (6.2) 
Treasury shares reissued ................4. 222.5 222.5 
Dividends declared ...............0c.000c00e (770.4) (769.2) (1.2) 
Stock options and other ...............6 362.1 368.7 Jl (6.7) 
Balance October 29, 2017 .............. $ 9,560.5 $4,280.5 $(15,460.8) $25,301.3 $ (4,563.7) $ 3.2 $ 14.0 














The notes to consolidated financial statements are an integral part of this statement. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 





1. ORGANIZATION AND CONSOLIDATION 





Structure of Operations 
The information in the notes and related commentary are 
presented in a format that includes data grouped as follows: 


Equipment Operations — Includes the company’s agriculture and 
turf operations and construction and forestry operations with 
financial services reflected on the equity basis. 


Financial Services — Includes primarily the company’s financing 
operations. 


Consolidated — Represents the consolidation of the equipment 
operations and financial services. References to “Deere & 
Company” or “the company’’ refer to the entire enterprise. 


Principles of Consolidation 

The consolidated financial statements represent primarily the 
consolidation of all companies in which Deere & Company has a 
controlling interest. Certain variable interest entities (VIEs) are 
consolidated since the company has both the power to direct 
the activities that most significantly impact the VIEs’ economic 
performance and the obligation to absorb losses or the right to 
receive benefits that could potentially be significant to the VIEs. 
Deere & Company records its investment in each unconsolidated 
affiliated company (generally 20 to 50 percent ownership) at its 
related equity in the net assets of such affiliate (see Note 10). 
Other investments (less than 20 percent ownership) are recorded 
at cost. 


Fiscal Year 

The company uses a 52/53 week fiscal year ending on the last 
Sunday in the reporting period. The fiscal year ends for 2017, 
2016, and 2015 were October 29, 2017, October 30, 2016, and 
November 1, 2015, respectively. All fiscal years contained 52 
weeks. 


Variable Interest Entities 
See Note 13 for VIEs related to securitization of financing 
receivables. 


2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The following are significant accounting policies in addition to 


those included in other notes to the consolidated financial 
statements. 


Use of Estimates in Financial Statements 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. requires 
management to make estimates and assumptions that affect the 
reported amounts and related disclosures. Actual results could 
differ from those estimates. 


Revenue Recognition 

Sales of equipment and service parts are recorded when the 
sales price is determinable and the risks and rewards of 
ownership are transferred to independent parties based on the 
sales agreements in effect. In the U.S. and most international 
locations, this transfer occurs primarily when goods are shipped. 
In Canada and some other international locations, certain goods 
are shipped to dealers on a consignment basis under which the 
risks and rewards of ownership are not transferred to the dealer. 
Accordingly, in these locations, sales are not recorded until a 
retail customer has purchased the goods. In all cases, when a 


sale is recorded by the company, no significant uncertainty exists 
surrounding the purchaser's obligation to pay. No right of return 
exists on sales of equipment. Service parts and certain 
attachments returns are estimable and accrued at the time a sale 
is recognized. The company makes appropriate provisions based 
on experience for costs such as doubtful receivables, sales 
incentives, and product warranty. 


Financing revenue is recorded over the lives of related 
receivables using the interest method. Extended warranty 
premiums recorded in other income are generally recognized in 
proportion to the costs expected to be incurred over the 
contract period. Deferred costs on the origination of financing 
receivables are recognized as a reduction in finance revenue over 
the expected lives of the receivables using the interest method. 
Income and deferred costs on the origination of operating leases 
are recognized on a straight-line basis over the scheduled lease 
terms in finance revenue. 


Sales Incentives 

At the time a sale is recognized, the company records an 
estimate of the future sales incentive costs for allowances and 
financing programs that will be due when a dealer sells the 
equipment to a retail customer. The estimate is based on 
historical data, announced incentive programs, field inventory 
levels, and retail sales volumes. 


Product Warranties 

At the time a sale is recognized, the company records the 
estimated future warranty costs. These costs are usually 
estimated based on historical warranty claims and consideration 
of current quality developments (see Note 22). 


Sales Taxes 

The company collects and remits taxes assessed by different 
governmental authorities that are both imposed on and 
concurrent with revenue producing transactions between the 
company and its customers. These taxes may include sales, use, 
value-added, and some excise taxes. The company reports the 
collection of these taxes on a net basis (excluded from 
revenues). 


Shipping and Handling Costs 
Shipping and handling costs related to the sales of the 
company’s equipment are included in cost of sales. 





Advertising Costs 

Advertising costs are charged to expense as incurred. This 
expense was $169 million in 2017, $169 million in 2016, and 
$157 million in 2015. 


Depreciation and Amortization 

Property and equipment, capitalized software, and other 
intangible assets are generally stated at cost less accumulated 
depreciation or amortization. These assets are depreciated over 
their estimated useful lives generally using the straight-line 
method. Equipment on operating leases is depreciated over the 
terms of the leases using the straight-line method. Property and 
equipment expenditures for new and revised products, increased 
capacity, and the replacement or major renewal of significant 
items are capitalized. Expenditures for maintenance, repairs, and 
minor renewals are generally charged to expense as incurred. 
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Securitization of Receivables 

Certain financing receivables are periodically transferred to 
special purpose entities (SPEs) in securitization transactions (see 
Note 13). These securitizations qualify as collateral for secured 
borrowings and no gains or losses are recognized at the time of 
securitization. The receivables remain on the balance sheet and 
are classified as “Financing receivables securitized — net.” The 
company recognizes finance income over the lives of these 
receivables using the interest method. 


Receivables and Allowances 

All financing and trade receivables are reported on the balance 
sheet at outstanding principal adjusted for any charge-offs, the 
allowance for credit losses, and any deferred fees or costs on 
originated financing receivables. Allowances for credit losses are 
maintained in amounts considered to be appropriate in relation 
to the receivables outstanding based on collection experience, 
economic conditions, and credit risk quality. Receivables are 
written-off to the allowance when the account is considered 
uncollectible. 


Impairment of Long-Lived Assets, Goodwill, and Other 
Intangible Assets 

The company evaluates the carrying value of long-lived assets 
(including equipment on operating leases, property and 
equipment, goodwill, and other intangible assets) when events 
or circumstances warrant such a review. Goodwill and intangible 
assets with indefinite lives are tested for impairment annually at 
the end of the third quarter of each fiscal year, and more often 
if events or circumstances indicate a reduction in the fair value 
below the carrying value. Goodwill is allocated and reviewed for 
impairment by reporting units, which consist primarily of the 
operating segments and certain other reporting units. Goodwill 
is allocated to the reporting unit in which the business that 
created the goodwill resides. To test for goodwill impairment, 
the carrying value of each reporting unit is compared with its fair 
value. If the carrying value of the goodwill is considered 
impaired, the impairment is measured as the excess of the 
reporting unit's carrying value over the fair value, with a limit of 
the goodwill allocated to that reporting unit. If the carrying 
value of the long-lived asset is considered impaired, a loss is 
recognized based on the amount by which the carrying value 
exceeds the fair value of the asset (see Notes 5 and 26). 


Derivative Financial Instruments 

It is the company’s policy that derivative transactions are 
executed only to manage exposures arising in the normal course 
of business and not for the purpose of creating speculative 
positions or trading. The company’s financial services manage 
the relationship of the types and amounts of their funding 
sources to their receivable and lease portfolio in an effort to 
diminish risk due to interest rate and foreign currency 
fluctuations, while responding to favorable financing 
opportunities. The company also has foreign currency exposures 
at some of its foreign and domestic operations related to 
buying, selling, and financing in currencies other than the 
functional currencies. 


All derivatives are recorded at fair value on the balance sheet. 
Cash collateral received or paid is not offset against the 
derivative fair values on the balance sheet. Each derivative is 
designated as either a cash flow hedge or a fair value hedge or 
remains undesignated. Changes in the fair value of derivatives 
that are designated and effective as cash flow hedges are 


recorded in other comprehensive income and reclassified to the 
income statement when the effects of the item being hedged 
are recognized in the income statement. Changes in the fair 
value of derivatives that are designated and effective as fair 
value hedges are recognized currently in net income. These 
changes are offset in net income to the extent the hedge was 
effective by fair value changes related to the risk being hedged 
on the hedged item. Changes in the fair value of undesignated 
hedges are recognized currently in the income statement. All 
ineffective changes in derivative fair values are recognized 
currently in net income. 


All designated hedges are formally documented as to the 
relationship with the hedged item as well as the risk- 
management strategy. Both at inception and on an ongoing 
basis the hedging instrument is assessed as to its effectiveness. 
If and when a derivative is determined not to be highly effective 
as a hedge, the underlying hedged transaction is no longer likely 
to occur, the hedge designation is removed, or the derivative is 
terminated, the hedge accounting discussed above is 
discontinued (see Note 27). 


Foreign Currency Translation 

The functional currencies for most of the company’s foreign 
operations are their respective local currencies. The assets and 
liabilities of these operations are translated into U.S. dollars at 
the end of the period exchange rates. The revenues and 
expenses are translated at weighted-average rates for the 
period. The gains or losses from these translations are recorded 
in other comprehensive income. Gains or losses from 
transactions denominated in a currency other than the 
functional currency of the subsidiary involved and foreign 
exchange forward contracts are included in net income. The 
pretax net gain (loss) for foreign exchange in 2017, 2016, and 
2015 was $(62) million, $(38) million, and $22 million, 
respectively. 


3. NEW ACCOUNTING STANDARDS 








New Accounting Standards Adopted 

In the first quarter of 2017, the company adopted Financial 
Accounting Standards Board (FASB) Accounting Standards 
Update (ASU) No. 2015-03, Simplifying the Presentation of Debt 
Issuance Costs, which amends Accounting Standards Codification 
(ASC) 835-30, Interest — Imputation of Interest. This ASU 
requires that debt issuance costs related to borrowings be 
presented in the balance sheet as a direct deduction from the 
carrying amount of the borrowing. As required, the presentation 
and disclosure requirements were adopted through retrospective 
application with the consolidated balance sheet and related 
notes in prior periods adjusted for a consistent presentation. 
Debt issuance costs of $63 million at October 30, 2016 were 
reclassified from other assets to borrowings in the consolidated 
balance sheet. 


In the third quarter of 2017, the company early adopted ASU No. 
2016-09, Improvements to Employee Share-Based Payment 
Accounting, which amends ASC 718, Compensation — Stock 
Compensation. This ASU changes the treatment of share based 
payment transactions by recognizing the impact of excess tax 
benefits or deficiencies related to exercised or vested awards in 
income tax expense in the period of exercise or vesting, instead 
of common stock. As required, this change was reflected for all 
periods in fiscal year 2017. Net income increased in fiscal year 





2017 by approximately $30 million. The ASU also modified the 
presentation of excess tax benefits in the statement of 
consolidated cash flows by including that amount with other 
income tax cash flows as an operating activity and no longer 
presented separately as a financing activity. This change was 
recognized through a retrospective application that increased 
net cash flow provided by operating activities by approximately 
$30 million, $5 million, and $19 million in fiscal years 2017, 
2016, and 2015. The ASU also requires that cash paid by an 
employer when directly withholding shares for tax withholding 
purposes should be presented as a financing activity in the 
statement of consolidated cash flows, which is the company’s 
existing presentation. The company will continue to recognize 
the impact of share-based payment award forfeitures as the 
forfeitures occur. 


In the third quarter of 2017, the company early adopted ASU No. 
2017-04, Simplifying the Test for Goodwill Impairment, which 
amends ASC 350, Intangibles — Goodwill and Other. This ASU 
simplifies the goodwill impairment test by removing the 
requirement to perform a hypothetical purchase price allocation 
when the carrying value of a reporting unit exceeds its fair value. 
This ASU states the impairment is measured as the excess of the 
reporting unit’s carrying value over the fair value, with a limit of 
the goodwill allocated to that reporting unit. The adoption did 
not have a material effect on the company’s consolidated 
financial statement. 


The company also adopted the following standards in the first 
quarter of 2017, none of which had a material effect on the 
company’s consolidated financial statements: 





Accounting Standard Update 





2014-12 — Accounting for Share-Based Payments When the Terms of 
an Award Provide That a Performance Target Could Be Achieved after 
the Requisite Service Period, which amends ASC 718, Compensation — 
Stock Compensation 

2015-05 — Customer's Accounting for Fees Paid in a Cloud Computing 
Arrangement, which amends ASC 350-40, Intangibles — Goodwill and 
Other — Internal-Use Software 

2015-11 — Simplifying the Measurement of Inventory, which amends 
ASC 330, Inventory 

2015-15 — Presentation and Subsequent Measurement of Debt 
Issuance Costs Associated with Line-of-Credit Arrangements, which 
amends ASC 835-30, Interest — Imputation of Interest 








New Accounting Standards to be Adopted 

In May 2014, the FASB issued ASU No. 2014-09, Revenue from 
Contracts with Customers (Topic 606), which supersedes the 
revenue recognition requirements in ASC 605, Revenue 
Recognition. This ASU is based on the principle that revenue is 
recognized to depict the transfer of goods or services to 
customers in an amount that reflects the consideration to which 
the entity expects to be entitled in exchange for those goods or 
services. The ASU also requires additional disclosure about the 
nature, amount, timing, and uncertainty of revenue. In August 
2015, the FASB amended the effective date to be the first 
quarter of fiscal year 2019 with early adoption permitted in the 
first quarter of fiscal year 2018. The FASB issued several 
amendments clarifying various aspects of the ASU, including 
revenue transactions that involve a third party, goods or services 
that are immaterial in the context of the contract, and licensing 


arrangements. The company plans to adopt the ASU effective 
the first quarter of fiscal year 2019 using a modified 
retrospective method. The company’s evaluation of the ASU is 
largely complete, with the exception of the Wirtgen acquisition 
(see Note 30). The ASU requires that a gross asset and liability 
rather than a net liability be recorded for the value of estimated 
service parts returns and the refund liability. The gross asset will 
be recorded in other assets and the gross liability will be 
recorded in accounts payable and accrued expenses. In addition, 
certain revenue disclosures will be expanded. At this point of the 
evaluation, the company has not identified an item that will have 
a material effect on the company’s consolidated financial 
statements. The company continues to evaluate the ASU's 
potential effects on the consolidated financial statements. 


In January 2016, the FASB issued ASU No. 2016-01, Recognition 
and Measurement of Financial Assets and Financial Liabilities, 
which amends ASC 825-10, Financial Instruments — Overall. This 
ASU changes the treatment for available-for-sale equity 
investments by recognizing unrealized fair value changes directly 
in net income and no longer in other comprehensive income. 
The effective date will be the first quarter of fiscal year 2019. 
Early adoption of the provisions affecting the company is not 
permitted. The ASU will be adopted with a cumulative-effect 
adjustment to the balance sheet in the year of adoption. The 
company is evaluating the potential effects on the consolidated 
financial statements. 


In February 2016, the FASB issued ASU No. 2016-02, Leases 
(Topic 842), which supersedes ASC 840, Leases. The ASU's 
primary change is the requirement for lessee entities to 
recognize a lease liability for payments and a right of use asset 
during the term of operating lease arrangements. The ASU does 
not significantly change the lessee’s recognition, measurement, 
and presentation of expenses and cash flows from the previous 
accounting standard. Lessors’ accounting under the ASC is 
largely unchanged from the previous accounting standard. 
Lessees and lessors will use a modified retrospective transition 
approach. The effective date will be the first quarter of fiscal 
year 2020 with early adoption permitted. The company is 
evaluating the potential effects on the consolidated financial 
statements. 


In March 2016, the FASB issued ASU No. 2016-07, Simplifying 
the Transition to the Equity Method of Accounting, which 
amends ASC 323, Investments — Equity Method and Joint 
Ventures. This ASU eliminates the requirement to retroactively 
restate the investment, results of operations, and retained 
earnings on a step by step basis when an investment qualifies 
for use of the equity method as a result of an increase in 
ownership or degree of influence. The effective date will be the 
first quarter of fiscal year 2018, with early adoption permitted, 
and will be adopted prospectively. The adoption will not have a 
material effect on the company’s consolidated financial 
statements. 


In June 2016, the FASB issued ASU No. 2016-13, Measurement 
of Credit Losses on Financial Instruments, which establishes 
ASC 326, Financial Instruments — Credit Losses. The ASU revises 
the measurement of credit losses for financial assets measured 
at amortized cost from an incurred loss methodology to an 
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expected loss methodology. The ASU affects trade receivables, 
debt securities, net investment in leases, and most other 
financial assets that represent a right to receive cash. Additional 
disclosures about significant estimates and credit quality are also 
required. The effective date will be the first quarter of fiscal year 
2021, with early adoption permitted beginning in fiscal year 
2020. The ASU will be adopted using a modified-retrospective 
approach. The company is evaluating the potential effects on 
the consolidated financial statements. 


In August 2016, the FASB issued ASU No. 2016-15, Classification 
of Certain Cash Receipts and Cash Payments, which amends 

ASC 230, Statement of Cash Flows. This ASU provides guidance 
on the statement of cash flows presentation of certain 
transactions where diversity in practice exists. The effective date 
will be the first quarter of fiscal year 2019, with early adoption 
permitted. The ASU will be adopted using a retrospective 
transition approach. The adoption will not have a material effect 
on the company’s consolidated financial statements. 


In October 2016, the FASB issued ASU No. 2016-16, Intra-Entity 
Transfers of Assets Other Than Inventory, which amends 

ASC 740, Income Taxes. This ASU requires that the income tax 
consequences of an intra-entity asset transfer other than 
inventory are recognized at the time of the transfer. The 
effective date will be the first quarter of fiscal year 2019, with 
early adoption permitted. The ASU will be adopted using a 
modified-retrospective transition approach. The adoption will 
not have a material effect on the company’s consolidated 
financial statements. 


In November 2016, the FASB issued ASU No. 2016-18, Restricted 
Cash, which amends ASC 230, Statement of Cash Flows. This 
ASU requires that a statement of cash flows explain the change 
uring the reporting period in the total of cash, cash 

quivalents, and restricted cash or restricted cash equivalents. 

he effective date will be the first quarter of fiscal year 2019, 
with early adoption permitted, and will be adopted using a 
retrospective transition approach. The adoption will not have a 
material effect on the company’s consolidated financial 
statements. 


In January 2017, the FASB issued ASU No. 2017-01, Clarifying 
the Definition of a Business, which amends ASC 805, Business 
Combinations. This ASU provides further guidance on the 
definition of a business to determine whether transactions 
should be accounted for as acquisitions of assets or businesses. 
The effective date will be the first quarter of fiscal year 2019, 
with early adoption permitted in certain cases. The ASU will be 
adopted on a prospective basis and will not have a material 
effect on the company’s consolidated financial statements. 


In March 2017, the FASB issued ASU No. 2017-07, Improving 
the Presentation of Net Periodic Pension Cost and Net Periodic 
Postretirement Benefit Cost, which amends ASC 715, 
Compensation — Retirement Benefits. This ASU requires that 
employers report only the service cost component of the total 
defined benefit pension and postretirement benefit cost in the 
same income statement lines as compensation for the 
participating employees. The other components of these benefit 
costs are reported outside of income from operations. In 
addition, only the service cost component of the benefit costs is 
eligible for capitalization. The ASU will be adopted ona 
retrospective basis for the presentation of the benefit costs and 
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on a prospective basis for the capitalization of only the service 
cost. The effective date is fiscal year 2019, with early adoption 
permitted. The company will adopt the ASU in the first quarter 
of fiscal year 2018. If adopted in fiscal year 2017, operating 
profit would have increased by approximately $31 million. The 
adoption is estimated to improve operating profit in fiscal year 
2018 by approximately $25 million. 


In March 2017, the FASB issued ASU No. 2017-08, Premium 
Amortization on Purchased Callable Debt Securities, which 
amends ASC 310-20, Receivables — Nonrefundable Fees and 
Other Costs. This ASU reduces the amortization period for 
certain callable debt securities held at a premium to the earliest 
call date. The treatment of securities held at a discount is 
unchanged. The effective date is the first quarter of fiscal year 
2020, with early adoption permitted. The adoption will not have 
a material effect on the company’s consolidated financial 
statements. 


In May 2017, the FASB issued ASU No. 2017-09, Scope of 
Modification Accounting, which amends ASC 718, 
Compensation — Stock Compensation. This ASU provides 
guidance about which changes to the terms of a share-based 
payment award should be accounted for as a modification. A 
change to an award should be accounted for as a modification 
unless the fair value of the modified award is the same as the 
original award, the vesting conditions do not change, and the 
classification as an equity or liability instrument does not 
change. The ASU will be adopted on a prospective basis. The 
effective date is the first quarter of fiscal year 2019, with early 
adoption permitted. The adoption will not have a material effect 
on the company’s consolidated financial statements. 


In August 2017, the FASB issued ASU No. 2017-12, Targeted 
Improvements to Accounting for Hedging Activities, which 
amends ASC 815, Derivatives and Hedging. The purpose of this 
ASU is to better align a company’s risk management activities 
and financial reporting for hedging relationships, simplify the 
hedge accounting requirements, and improve the disclosures of 
hedging arrangements. The effective date is fiscal year 2020, 
with early adoption permitted. The company is evaluating the 
potential effects on the consolidated financial statements. 


4. ACQUISITIONS AND DISPOSITIONS 


In September 2017, the company acquired Blue River Technology 
(Blue River), which is based in Sunnyvale, California for an 
acquisition cost of approximately $284 million, net of cash 
acquired of $4 million and $21 million funded to escrow for 
post-acquisition expenses. Blue River has designed and 
integrated computer vision and machine learning technology to 
optimize the use of farm inputs. Machine learning technologies 
could eventually be applied to a wide range of the company’s 
products. The preliminary fair values assigned to the assets and 
liabilities related to the acquired entity were approximately $1 
million of trade receivables, $2 million of property and 
equipment, $193 million of goodwill, $125 million of identifiable 
intangible assets, $1 million of accounts payable and accrued 
expenses, and $36 million of deferred tax liabilities. The 
identifiable intangibles were primarily related to in-process 
research and development, which will not be amortized until the 
research and development efforts are complete or end. The 
goodwill is not expected to be deducted for tax purposes. Blue 
River is included in the company’s agriculture and turf operating 
segment. 








In March 2016, the company acquired an 80 percent interest in 
Hagie Manufacturing Company, LLC, the U.S. market leader in 
high-clearance sprayers located in Clarion, lowa, for a cost of 
approximately $53 million, net of cash acquired of $3 million. 
The fair values assigned to the assets and liabilities related to 
the acquired entity were approximately $2 million of trade 
receivables, $33 million of inventories, $17 million of property 
and equipment, $33 million of goodwill, $22 million of 
identifiable intangible assets, $3 million of other assets, and $43 
million of accounts payable and accrued expenses, with a $14 
million redeemable noncontrolling interest. The identifiable 
intangibles were primarily related to technology, trade name and 
customer relationships, which have a weighted average 
amortization period of eight years. The goodwill is deductible for 
tax purposes. If certain events occur, the minority interest holder 
has the right to exercise a put option that would require the 
company to purchase the holder’s membership interest. The 
company also has a call option exercisable after a certain period 
of time. The put and call options cannot be separated from the 
noncontrolling interest. Due to the redemption features, the 
minority interest holder's value is classified as a redeemable 
noncontrolling interest in the company’s consolidated balance 
sheet. 


In February 2016, the company acquired Monosem for a cost of 
approximately $146 million, net of cash acquired of $20 million. 
Monosem, with four facilities in France and two in the U.S., is 
the European market leader in precision planters. The fair values 
assigned to the assets and liabilities related to the acquired 
entity were approximately $5 million of trade receivables, $2 
million of other receivables, $29 million of inventories, $24 
million of property and equipment, $62 million of goodwill, $42 
million of identifiable intangible assets, $23 million of other 
assets, $22 million of accounts payable and accrued expenses, 
and $19 million of deferred tax liabilities. The identifiable 
intangibles were primarily related to trade name, customer 
relationships and technology, which have a weighted average 
amortization period of nine years. The goodwill is not deductible 
for tax purposes. 


For the 2017 and 2016 acquisitions, the entities were 
consolidated and the results of these operations have been 
included in the company’s consolidated financial statements in 
the agriculture and turf operating segment since the dates of 
acquisition. The pro forma results of operations as if the 
acquisitions had occurred at the beginning of the current or 
comparative fiscal year would not differ significantly from the 
reported results. 


In March 2015, the company closed the sale of all of the stock 
of its wholly-owned subsidiaries, John Deere Insurance Company 
and John Deere Risk Protection, Inc. to Farmers Mutual Hail 
Insurance Company of lowa. These operations were included in 
the company’s financial services operating segment. The total 
amount of proceeds from the sale was approximately $154 
million, including $5 million of cash and cash equivalents sold, 
with a gain recorded in other income of $42 million pretax and 
$40 million after-tax. The tax expense was partially offset by a 
change in a valuation allowance on a capital loss carryforward. 
The company provided certain business services for a fee during 
a transition period. 


5. SPECIAL ITEMS 





Impairments 

In the fourth quarter of 2017, the company recorded a non-cash 
charge of $40 million pretax in equity in loss of unconsolidated 
affiliates for an other than temporary decline in value of an 
investment in an international construction equipment 
manufacturer with a $14 million income tax benefit recorded in 
the provision for income taxes (see Note 26). 


In the fourth quarter of 2016, the company recorded a non-cash 
charge in cost of sales for the impairment of long-lived assets of 
$13 million pretax and after-tax. The assets are part of the 
company’s construction and forestry operations in China. The 
impairment is the result of a decline in forecasted financial 
performance that indicated it was probable the future cash flows 
would not cover the carrying amount of assets used to 
manufacture construction equipment in that country. In 
addition, the company recorded a non-cash charge of $12 
million pretax and after-tax, in equity in loss of unconsolidated 
affiliates for an other than temporary decline in value of an 
investment in a construction equipment joint venture in Brazil 
(see Note 26). 


In 2016, the company recorded non-cash charges in other 
operating expenses of approximately $31 million pretax for the 
impairment of equipment on operating leases and approximately 
$29 million pretax on matured operating lease inventory 
recorded in other assets. The impairment was the result of lower 
estimated values of used agriculture and construction equipment 
than originally estimated with the probable effect that the future 
cash flows would not cover the carrying amount of the net 
assets. The assets are part of the financial services operations 
(see Note 26). 


Voluntary Employee-Separation Programs 

During the fourth quarter of 2016, the company announced 
voluntary employee-separation programs as part of its effort to 
reduce operating costs. The programs provided for cash 
payments based on previous years of service. The expense was 
recorded in the period the employees accepted the separation 
offer. The programs’ total pretax expenses were $113 million, of 
which $11 million was recorded in the fourth quarter of 2016 
and $102 million in 2017. The total 2017 expenses were 
allocated approximately 30 percent cost of sales, 16 percent 
research and development, and 54 percent selling, administrative 
and general. In addition, the expenses were allocated 75 percent 
to agriculture and turf operations, 17 percent to the 
construction and forestry operations, and 8 percent to the 
financial services operations. Savings from these programs were 
estimated to be approximately $70 million in 2017. 


Sale of Investment in Unconsolidated Affiliate 

In December 2016, the company sold approximately 38 percent 
of its interest in SiteOne Landscape Supply, Inc. (SiteOne) 
resulting in gross proceeds of $114 million and a gain of $105 
million pretax or $66 million after-tax. In April 2017, the 
company sold an additional 68 percent of its then remaining 
interest in SiteOne resulting in gross proceeds of $184 million 
and a gain of $176 million pretax or $111 million after-tax. In 
July 2017, the company sold its remaining interest in SiteOne 
resulting in gross proceeds of $98 million and a gain of $94 
million pretax or $59 million after-tax. The gains were recorded 
in other income in the agriculture and turf operating segment. 
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After the December 2016 sale, the company retained 
approximately a 15 percent ownership interest in SiteOne and 
approximately a 5 percent ownership interest after the April sale. 
Prior to April 2017, the company’s representation on the SiteOne 
board of directors allowed the company to exercise significant 
influence, and therefore, the investment in SiteOne was 
accounted for using the equity method. In March 2017, the 
company reduced its representation on the SiteOne board of 
directors. As a result, beginning April 2017 the investment in 
SiteOne was recorded as an available-for-sale security and 
presented in marketable securities. 


In May 2016, the company received a distribution of $60 million 
from SiteOne that reduced the company’s investment in 
unconsolidated affiliates. The distribution included $4 million of 
a return on investment, which is shown in the statement of 
consolidated cash flows in undistributed earnings of 
unconsolidated affiliates in net cash provided by operating 
activities and $56 million of a return of investment shown in 
other cash flows from investing activities. In May 2016, the 
company also sold approximately 30 percent of its interest in 
SiteOne in an initial public offering and terminated a service 
agreement resulting in gross proceeds of approximately $81 
million with a total gain of $75 million pretax or $47 million 
after-tax. The gain was recorded in other income in the 
agriculture and turf operating segment. The company retained 
approximately a 24 percent ownership interest in SiteOne after 
the May 2016 sale. 


6. CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, the 
company considers investments with purchased maturities of 
three months or less to be cash equivalents. Substantially all of 
the company’s short-term borrowings, excluding the current 
maturities of long-term borrowings, mature or may require 
payment within three months or less. 





The equipment operations sell a significant portion of their trade 
receivables to financial services. These intercompany cash flows 
are eliminated in the consolidated cash flows. 


All cash flows from the changes in trade accounts and notes 
receivable (see Note 12) are classified as operating activities in 
the statement of consolidated cash flows as these receivables 
arise from sales to the company’s customers. Cash flows from 
financing receivables that are related to sales to the company’s 
customers (see Note 12) are also included in operating activities. 
The remaining financing receivables are related to the financing 
of equipment sold by independent dealers and are included in 
investing activities. 


The company had the following non-cash operating and 
investing activities that were not included in the statement of 
consolidated cash flows. The company transferred inventory to 
equipment on operating leases of $801 million, $685 million, and 
$674 million in 2017, 2016, and 2015, respectively. The 
company also had accounts payable related to purchases of 
property and equipment of $108 million, $114 million, and 

$89 million at October 29, 2017, October 30, 2016, and 
November 1, 2015, respectively. 


Cash payments for interest and income taxes consisted of the 
following in millions of dollars: 
































2017 2016 2015 

Interest: 

Equipment operations ................... $ 506 $ 442 $ 47) 

Financial Services ..............cccceeeeeeees 665 524 443 

ntercompany eliminations............... (268) (240) (253) 
Consolidated .......................cceee $ 903 $ 726 $ 661 
Income taxes: 

Equipment operations .................0 $ 898 $ 314 $ 828 

Financial services ..........0...0ccceeeeeeeees 92 (26) 190 

ntercompany eliminations............... (9) 104 (117) 
Consolidated .......................0cccee $ 981 $ 392 $ 901 











7. PENSION AND OTHER POSTRETIREMENT BENEFITS 


The company has several defined benefit pension plans and 
postretirement health care and life insurance plans covering its 
U.S. employees and employees in certain foreign countries. The 
company uses an October 31 measurement date for these plans. 


The components of net periodic pension cost and the 
assumptions related to the cost consisted of the following in 
millions of dollars and in percents: 

















2017 2016 2015 
Pensions 
SEIVICEHCOSE scecnsastntammacennadvarenghadexcaucss $ 274 $ 254 $ 282 
Interest COSt 00.0... ccccece cece cece cece eeee eens 36] 39] 474 
Expected return on plan assets ............. (790) (775) (769) 
Amortization of actuarial loss ............... 247 211 223 
Amortization of prior service cost .......... 12 16 25 
Other postemployment benefits ............ 2 ] 
Settlements/curtailments ..............000008 2 1] 1] 
Net COSt 2.000... cece eccceeeeeeeeeeee es $ 106 $ 110 $ 247 
Weighted-average assumptions 
Discount rates — service COSt ................ 3.5% 4.3% 4.0% 
Discount rates — interest cost ............... 3.0% 3.4% 4.0% 
Rate of compensation increase ............. 3.8% 3.8% 3.8% 
Expected long-term rates of return........ 7.3% 7.3% 7.3% 





The components of net periodic postretirement benefits cost 
and the assumptions related to the cost consisted of the 
following in millions of dollars and in percents: 

















2017 2016 2015 
Health care and life insurance 
S@IWICE COS Ee wicesca cis toad uniciddaine ovncieeamenenczanees $ 42 $ 38 $ 46 
IGTERESE COST nn 2tcncoianetedon stu ncumicuet meritless 194 204 259 
Expected return on plan assets .............2. (17) (35) (55) 
Amortization of actuarial loss................... 99 73 91 
Amortization of prior service credit ........... (77) (78) (77) 
Settlements/curtailments ..........0..00..000.0 0 ] 
Na) $ 241 $ 202 $ 265 
Weighted-average assumptions 
Discount rates — service COSt .............06.00 4.7h 5.0% 4.2% 
Discount rates — interest Cost ...............00. 3.2% 3.5% 4.2h 
Expected long-term rates of return........... 6.3% 6.6% 7.0% 








In 2016, the company changed the method used to estimate the 
service and interest cost components of the net periodic pension 
and postretirement benefits cost. This method uses the spot 
yield curve approach to estimate the service and interest cost by 
applying the specific spot rates along the yield curve used to 
determine the benefit plan obligations to relevant projected cash 
outflows. For 2015, the service and interest cost components 
were determined using a single weighted-average discount rate. 
The change did not affect the measurement of the total benefit 
plan obligations as the change in service and interest cost 
offsets in the actuarial gains and losses recorded in other 
comprehensive income. The spot yield curve approach provides a 
more precise measure of service and interest cost by improving 
the correlation between the projected benefit cash flows and the 
discrete spot yield curve rates. The company accounted for this 
change as a change in estimate prospectively beginning in 2016. 
The decrease in the 2016 total service and interest cost was 
approximately $175 million compared to the previous method. 


The previous pension cost in net income and other changes in 
plan assets and benefit obligations in other comprehensive 
income in millions of dollars were as follows: 








2017 2016 2015 
Pensions 
NGECOSE act ccna craaduensensinagecdancmeetecarente ceiee $ 106 $ 110 $ 247 
Retirement benefit adjustments included in 
other comprehensive (income) loss: 
Net actuarial (gain) loss .................4. (702) 1,140 36] 
Prior S@rvice COSt........... cece eece eee eee ] 66 
Amortization of actuarial loss............ (247) (211) (223) 
Amortization of prior service cost....... (12) (16) (25) 
Settlements/curtailments ................. (2) (14) (11) 





Total (gain) loss recognized in other 


comprehensive (income) loss...... (963) 900 168 





Total recognized in comprehensive 


(UMEOME). lOSSi ec. 2vccneraasoeisaustaecsharemsente $ (857) $1,010 $ 415 











The previous postretirement benefits cost in net income and 
other changes in plan assets and benefit obligations in other 
comprehensive income in millions of dollars were as follows: 











2017 2016 2015 
Health care and life insurance 

NOt COSb x5: cccescnueisiecuasewedestiansuneeDaes seceuane $ 241 $ 202 $ 265 

Retirement benefit adjustments included in 

other comprehensive (income) loss: 

Net actuarial (gain) loss ................0. (309) 496 (141) 
Prior service credit ..........0..00..00000000 (3) (3) 
Amortization of actuarial loss............ (99) (73) (91) 
Amortization of prior service credit..... 77 78 77 
Settlements/curtailments ................. (2) 

Total (gain) loss recognized in other 
comprehensive (income) loss...... (331) 498 (160) 





Total recognized in comprehensive 


(income) lOSS .........ceeeecceeeeeeeeeeeeeeeeeees $ (90) $ 700 $ 105 











The benefit plan obligations, funded status, and the assumptions 
related to the obligations at October 29, 2017 and October 30, 
2016, respectively, in millions of dollars follow: 








Health Care 
and 
Pensions Life Insurance 
2017 2016 2017 +2016 





Change in benefit obligations 
Beginning of year balance............. $(13,086) $(12,186) $(6,500) $(6,084) 
































Service COSt 2... 0. .c ccc eec cee eee ee eens (274) (254) (42 (38 
Interest COSt ..........ccccecc eee eee eee e ee (361) (391) (194 (204 
Actuarial gain (loss) ..................0 (35) (1,001) 280 (478 
Amendment ..........0..c0ccc0eceeeeeeee (1) 3 
Benefits paid..............e cece 704 702 312 321 
Health care subsidies ................... (9 (16 
Other postemployment benefits ..... (2) 
Settlements/curtailments.............. 2 6 

Foreign exchange and other.......... (116) 4] (9 (4 
End of year balance... (13,166) (13,086) (6,162) (6,500) 
Change in plan assets (fair value) 

Beginning of year balance............. 11,137 11,164 435 689 
Actual return on plan assets.......... 1507 628 46 17 
Employer contribution.................. 62 80 366 47 
Benefits paid... eee (704) (702) (312) = (321) 
Settlements ........0...00..0cccceeeeeee eee (2) (3) 

Foreign exchange and other.......... 83 (30) 4 3 
End of year balance... 12,093 11,137 539 435 
Funded status ........................05 $ (1,073) $ (1,949) $(5,623) $(6,065) 
Weighted-average assumptions 

Discount rates ..............0.::0ceeeee ee 3.6% 3.6% 3.7% 3.8% 
Rate of compensation increase ...... 3.8% 3.8% 





In the fourth quarter of 2015, the company decided to 
transition Medicare eligible wage and certain Medicare eligible 
salaried retirees to a Medicare Advantage plan offered by a 
private insurance company effective in January 2016. This 
change did not affect the participants’ level of benefits and 
resulted in cost savings for the company. 


The mortality assumptions for the 2017 and 2016 benefit plan 
obligations reflect the most recent tables issued by the Society 
of Actuaries at that time. 


The amounts recognized at October 29, 2017 and October 30, 
2016, respectively, in millions of dollars consist of the following: 











Health Care 
and 
Pensions Life Insurance 
2017. 2016 2017 2016 
Amounts recognized in 
balance sheet 
Noncurrent asset ................00.00008 $ 538 $ 94 
Current liability 0.0... ee (40) (33) $ (63)$ (32) 
Noncurrent liability... (1,571) (2,010) (5,560) (6,033) 





TOtal..eiesectctie eactacteden cng. Seeeuess $(1,073) $(1,949) $(5,623) $(6,065) 


Amounts recognized in accumulated other 
comprehensive income — pretax 











Net actuarial loss ...............cceeeee $4,358 $5,309 $1,457 $1,865 
Prior service cost (credit)............... 55 67 (182) (259) 
Tt dics sinc setnde cutee onecnetennltenebdes $4413 $5,376 $1,275 $ 1,606 
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The total accumulated benefit obligations for all pension plans 
at October 29, 2017 and October 30, 2016, was $12,416 million 
and $12,410 million, respectively. 


The accumulated benefit obligations and fair value of plan 
assets for pension plans with accumulated benefit obligations in 
excess of plan assets were $8,234 million and $7,345 million, 
respectively, at October 29, 2017 and $8,402 million and $7,016 
million, respectively, at October 30, 2016. The projected benefit 
obligations and fair value of plan assets for pension plans with 
projected benefit obligations in excess of plan assets were 
$9,059 million and $7,448 million, respectively, at October 29, 
2017 and $9,157 million and $7,114 million, respectively, at 
October 30, 2016. 


The amounts in accumulated other comprehensive income that 
are expected to be amortized as net expense (income) and 
reported outside of income from operations during fiscal 2018 
in millions of dollars follow: 











Health Care 
and 
Pensions Life Insurance 
Net actuarial loss..............ccccceceeeeseeceeeeeees $ 225 $67 
Prior service cost (credit) ................0ccceeeee ee 12 (77) 
M Ota ciesics cenutaacteuttenedaPactrnesacer gar teemewend weente $ 237 $ (10) 











Actuarial gains and losses are recorded in accumulated other 
comprehensive income (loss). To the extent unamortized gains 
and losses exceed 10% of the higher of the market-related value 
of assets or the benefit obligation, the excess is amortized as a 
component of net periodic cost over the remaining service 
period of the active participants. For plans in which all or almost 
all of the plan’s participants are inactive, the amortization 
period is the remaining life expectancy of the inactive 
participants. 


The company expects to contribute approximately $63 million to 
its pension plans and approximately $74 million to its health 
care and life insurance plans in 2018, which are primarily direct 
benefit payments for unfunded plans. 


The benefits expected to be paid from the benefit plans, which 
reflect expected future years of service, are as follows in millions 
of dollars: 








Health Care 
and 
Pensions Life Insurance* 
721 §$ 334 
726 337 
713 342 
701 346 
693 352 
3,458 1,758 





* Net of prescription drug group benefit subsidy under Medicare Part D. 





The annual rates of increase in the per capita cost of covered 
health care benefits (the health care cost trend rates) used to 
determine accumulated postretirement benefit obligations were 
based on the trends for medical and prescription drug claims for 
pre- and post-65 age groups due to the effects of Medicare. For 


the 2017 actuarial valuation, the weighted-average composite 
trend rates for these obligations were assumed to be an 8.9 
percent increase from 2017 to 2018, gradually decreasing 

to 4.8 percent from 2024 to 2025 and all future years. The 
2016 obligations and the cost in 2017 assumed an 8.3 percent 
increase from 2016 to 2017, gradually decreasing to 4.8 
percent from 2024 to 2025 and all future years. An increase of 
one percentage point in the assumed health care cost trend rate 
would increase the accumulated postretirement benefit 
obligations by $791 million and the aggregate of service and 
interest cost component of net periodic postretirement benefits 
cost for the year by $36 million. A decrease of one percentage 
point would decrease the obligations by $615 million and the 
cost by $27 million. 


The discount rate assumptions used to determine the 
postretirement obligations for all periods presented were based 
on hypothetical AA yield curves represented by a series of 
annualized individual discount rates. These discount rates 
represent the rates at which the company’s benefit obligations 
could effectively be settled at the October 31 measurement 
dates. 


Fair value measurement levels in the following tables are 
defined in Note 26. 


The fair values of the pension plan assets at October 29, 2017 
follow in millions of dollars: 














Total Level 1 Level 2 

Cash and short-term investments.............. $ 618 $ 349 $ 269 
Equity: 

U.S. equity securities ......... ee 1,871 1,850 21 

International equity securities ........... 1,551 1,541] 10 
Fixed Income: 

Government and agency securities ..... 483 241 242 

Corporate debt securities ................. 1,285 1,285 

Mortgage-backed securities .............. 42 42 
Real Stat @ ici x. fo.ndssavteneataaahtgaestanocatiases 03 101 2 
Derivative contracts — assets* ............ee 159 28 13] 
Derivative contracts — liabilities** ............. (76) (2) (74) 
Receivables, payables, and other............... ] 
Securities lending collateral .................0. 420 420 
Securities lending liability.........0......e (420) (420) 
Securities sold short..............0.:00ccceeeeeeeee (379) (375) (4) 

Total of Level 1 and Level 2 assets ..... 5,658 $3,734 $1,924 











Investments at net asset value: 
Short-term investments .............0..000.00 
U.S. equity funds ............... 
International equity funds... 
Corporate debt funds..............:::eeee 
Fixed income funds ............0..c0eceeeeeeees 








Real estate................ 

Hedge funds 

Private equity/venture capital ............... 1,560 

Other investments ............00..c0ccceeseeeeee 29 
Total net assets...............0..00..000000 $12,093 








* Includes contracts for interest rates of $79 million, foreign currency of 


$49 million, equity of $27 million, and other of $4 million. 
** Includes contracts for interest rates of $48 million, foreign currency of 
$26 million, and other of $2 million. 








The fair values of the health care assets at October 29, 2017 
follow in millions of dollars: 


The fair values of the health care assets at October 30, 2016 
follow in millions of dollars: 





























Total Level] Level 2 Total Level] Level 2 
Cash and short-term investments .............. $ 30 $ 28 $ 2 Cash and short-term investments ............... S32. 2 2/7 3. 5 
Equity: Equity: 
U.S. equity securities and funds.......... 42 42 U.S. equity securities and funds........... 138 138 
International equity securities ................ 9 9 International equity securities and funds... 25 25 
Fixed Income: Fixed Income: 
Government and agency securities ...... 40 37 3 Government and agency securities ....... 43 40 3 
Corporate debt securities ...........0...0.. 21 2] Corporate debt securities ................... 30 30 
Mortgage-backed securities ............... 10 10 Mortgage-backed securities................ 11 1] 
Real @states.. 4. cteosscdnaialsashassaseenchateend doers ] ] Real estate .......ccccccccceccceeeeeeeeeeeeeeeseeeeees 2 2 
Interest rate derivative contracts — assets .... ] ] Derivative contracts — assets* ..........0...eeee 3 3 
Securities lending collateral .............0.0..000- 25 25 Securities lending collateral ..................2.... 48 11 37 
Securities lending liability... (25) (25) Securities lending liability.........0.0.cccceee. (48) (11) ~—s(37) 
Securities sold short........0.0: cee (2) (2) Securities sold SHOrt ........:scccceeeeseeeteetees (5) (5) 
Total of Level 1 and Level 2 assets ...... 152 $115 $ 37 Total of Level 1 and Level 2 assets....... 279 $227 § 52 
Investments at net asset value: Investments at net asset value: 
Short-term investments ...........00.:::::000e ] Short-term investments......................... 3 
U.S. equity funds 000... 164 International equity funds ...........0...00.-. 60 
International equity funds.................... W7 Fixed income funds ..........0cccccccceeeeees 20 
Fixed income funds .............ccceeeeeeeeeeees 87 Real estate FUNdS.....-.ceccoccccccccccccccccceee 7 
Real estate funds 2.2.0... 4 Hedge funds .iccccssaiesdcctanswthcdandssyeedonss 4d 
Hedge funds patie ec Teste aeen seia sages tcc 4 Private equity/venture capital .............0... 22 
Private equity/venture capital ................ 10 =e 
ean Total net assets ................. eee $435 
Total net assets ...............eeeees $539 





The fair values of the pension plan assets at October 30, 2016 
follow in millions of dollars: 





Total Level] Level 2 




















Cash and short-term investments............... $ 684 $ 322 $ 362 
Equity: 
U.S. equity securities and funds.......... 3,000 2,965 35 
International equity securities and funds.... 1,711 1,697 14 
Fixed Income: 
Government and agency securities ...... 440 224 216 
Corporate debt securities ...............0 1,205 1,205 
Mortgage-backed securities ............... 39 39 
Fixed income funds...................00000e0 20 20 
Real estate 0... cceecccceecceeeeeeeeeeeee ees 121 118 3 
Derivative contracts — assets” ..............0008 191 3 188 
Derivative contracts — liabilities** .............. (59) (14) (45) 
Receivables, payables, and other................ 6 5 ] 
Securities lending collateral ................0008 693 108 585 
Securities lending liability .........000....eeeee (693) (108) (585) 
Securities sold short...........0..cc.:00cceeeeeeeeee (338) (333) (5) 
Total of Level 1 and Level 2 assets...... 7,020 $5,007 $2,013 
Investments at net asset value: 
Short-term investments ..........00..:00ccceeee 216 
U.S. equity funds 00... 30 
International equity funds................ 595 
Corporate debt funds................:seeeeeee 25 
Fixed income funds ...............c00ccceeeeees 482 
Real estate .........cccccccecccceeceeeeeeeeeeeeees 515 
Hedge funds.........:.eceeeeeeeeeeeeeeeeeeeeeeees 624 
Private equity/venture capital ................ 1,603 
Other investments ............0..cccecceeeeeeeees 27 
Total net assets .............0. ee $11,137 








* Includes contracts for interest rates of $125 million, foreign currency of $59 


million, equity of $4 million, and other of $3 million. 
** Includes contracts for interest rates of $19 million, foreign currency of 
$33 million, equity of $6 million, and other of $1 million. 








* Includes contracts for interest rates of $2 million and foreign currency of $1 


million. 





Investments at net asset value in the preceeding tables are 
measured at fair value using net asset value per share, and 
therefore, are not classified in the fair value hierarchy. 


Fair values are determined as follows: 


Cash and Short-Term Investments — Includes accounts that are 
valued based on the account value, which approximates fair 
value, and investment funds that are valued on the fund’s net 
asset value (NAV) based on the fair value of the underlying 
securities. Also included are securities that are valued using a 
market approach (matrix pricing model) in which all significant 
inputs are observable or can be derived from or corroborated by 
observable market data. 


Equity Securities and Funds — The values are determined 
primarily by closing prices in the active market in which the 
equity investment trades, or the fund’s NAV, based on the fair 
value of the underlying securities. 


Fixed Income Securities and Funds — The securities are valued 
using either a market approach (matrix pricing model) in which 
all significant inputs are observable or can be derived from or 
corroborated by observable market data such as interest rates, 
yield curves, volatilities, credit risk, and prepayment speeds, or 
they are valued using the closing prices in the active market in 
which the fixed income investment trades. Fixed income funds 
are valued using the fund’s NAV, based on the fair value of the 
underlying securities or closing prices in the active market in 
which the investment trades. 
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Real Estate, Venture Capital, Private Equity, Hedge Funds, and 
Other — The investments that are structured as limited 
partnerships are valued at estimated fair value based on their 
proportionate share of the limited partnership’s fair value that is 
determined by the respective general partner. These investments 
are valued using a combination of NAV, an income approach 
(primarily estimated cash flows discounted over the expected 
holding period), or market approach (primarily the valuation of 
similar securities and properties). Real estate investment trusts 
are primarily valued at the closing prices in the active markets in 
which the investment trades. Real estate funds and other 
investments are primarily valued at NAV, based on the fair value 
of the underlying securities. 


Interest Rate, Foreign Currency, and Other Derivative 
Instruments — The derivatives are valued using either an income 
approach (discounted cash flow) using market observable inputs, 
including swap curves and both forward and spot exchange 
rates, or a market approach (closing prices in the active market 
in which the derivative instrument trades). 


The primary investment objective for the pension and health care 
plans assets is to maximize the growth of these assets to 
support the projected obligations to the beneficiaries over a long 
period of time, and to do so in a manner that is consistent with 
the company’s risk tolerance. The asset allocation policy is the 
most important decision in managing the assets and it is 
reviewed regularly. The asset allocation policy considers the 
company’s long-term asset class risk/return expectations since 
the obligations are long-term in nature. The current target 
allocations for pension assets are approximately 49 percent for 
equity securities, 27 percent for debt securities, 5 percent for 
real estate, and 19 percent for other investments. The target 
allocations for health care assets are approximately 59 percent 
for equity securities, 29 percent for debt securities, 1 percent for 
real estate, and 11 percent for other investments. The allocation 
percentages above include the effects of combining derivatives 
with other investments to manage asset allocations and 
exposures to interest rates and foreign currency exchange. The 
assets are well diversified and are managed by professional 
investment firms as well as by investment professionals who are 
company employees. As a result of the company’s diversified 
investment policy, there were no significant concentrations of 
risk. 





The expected long-term rate of return on plan assets reflects 
management's expectations of long-term average rates of return 
on funds invested to provide for benefits included in the 
projected benefit obligations. A market related value of plan 
assets is used to calculate the expected return on assets. The 
market related value recognizes changes in the fair value of 
pension plan assets systematically over a five-year period. The 
market related value of the health care plan assets equals fair 
value. The expected return is based on the outlook for inflation 
and for returns in multiple asset classes, while also considering 
historical returns, asset allocation, and investment strategy. The 
company’s approach has emphasized the long-term nature of 
the return estimate such that the return assumption is not 
changed significantly unless there are fundamental changes in 
capital markets that affect the company’s expectations for 
returns over an extended period of time (i.e., 10 to 20 years). 


The average annual return of the company’s U.S. pension fund 
was approximately 7.2 percent during the past ten years and 
approximately 8.3 percent during the past 20 years. Since return 
premiums over inflation and total returns for major asset classes 
vary widely even over ten-year periods, recent history is not 
necessarily indicative of long-term future expected returns. The 
company’s systematic methodology for determining the long- 
term rate of return for the company’s investment strategies 
supports its long-term expected return assumptions. 





The company has created certain Voluntary Employees’ 
Beneficiary Association trusts (VEBAs) for the funding of 
postretirement health care benefits. The future expected asset 
returns for these VEBAs are lower than the expected return on 
the other pension and health care plan assets due to investment 
in a higher proportion of liquid securities. These assets are in 
addition to the other postretirement health care plan assets that 
have been funded under Section 401(h) of the U.S. Internal 
Revenue Code and maintained in a separate account in the 
company’s pension plan trust. 


The company has defined contribution plans related to employee 
investment and savings plans primarily in the U.S. The company’s 
contributions and costs under these plans were $188 million in 
2017, $193 million in 2016, and $185 million in 2015. The 
contribution rate varies primarily based on the company’s 
performance in the prior year and employee participation in the 
plans. 


8. INCOME TAXES 


The provision for income taxes by taxing jurisdiction and by 
significant component consisted of the following in millions of 
dollars: 


























2017. +2016 2015 
Current: 
ULS.: 
OCS alls waccsstectete Machete aee ds wesscchs §$ 360 $s 51 $ 377 
State 48 26 32 
Foreign 463 340 449 
Total current .........0...0cccecceeeeeeeee eee 871 417 858 
Deferred: 
U.S.: 
59 297 21 
7 1] 4 
34 (25) (43) 
Total deferte eis: ccsccceasenseadeateieaate 100 283 (18) 
Provision for income taxes ....................... $ 971 $ 700 $ 840 











Based upon the location of the company’s operations, the 
consolidated income before income taxes in the U.S. in 2017, 
2016, and 2015 was $1,607 million, $967 million, and 

$1,838 million, respectively, and in foreign countries was 

$1,547 million, $1,257 million, and $942 million, respectively. 
Certain foreign operations are branches of Deere & Company 
and are subject to U.S. as well as foreign income tax regulations. 
The pretax income by location and the preceding analysis of the 
income tax provision by taxing jurisdiction are not directly 
related. 





A comparison of the statutory and effective income tax provision 
and reasons for related differences in millions of dollars follow: 





2017. 2016 =2015 





U.S. federal income tax provision at a 

statutory rate of 35 percent.................. $1,104 $ 778 $ 973 
Increase (decrease) resulting from: 
State and local income taxes, net of federal 





income tax benefit .............ccccceeeeceeeeeeees 35 26 23 
Differences in taxability of foreign earnings ... (83) (107) = (449) 
Nondeductible impairment charges.............. 4 
Research and business tax credits ................ (63) (57) (76) 
Tax rates on foreign earningS.............::eeeeee (86) (27) (36) 
Valuation allowance on deferred taxes.......... 89 79 384 
OCMCEAMOE scons eccnteinetendumttenagate aotatiatanaetmaets (25) 4 21 
Provision for income taxes ....................... $ 971 $ 700 $ 840 











At October 29, 2017, accumulated earnings in certain 
subsidiaries outside the U.S. totaled $5,961 million for which no 
provision for U.S. income taxes or foreign withholding taxes has 
been made because it is expected that such earnings will be 
reinvested outside the U.S. indefinitely. Determination of the 
amount of unrecognized deferred tax liability on these 
unremitted earnings is not practicable. At October 29, 2017, the 
amount of cash and cash equivalents and marketable securities 
held by these foreign subsidiaries, in which earnings are 
considered indefinitely reinvested, was $3,386 million. 


Deferred income taxes arise because there are certain items that 
are treated differently for financial accounting than for income 
tax reporting purposes. An analysis of the deferred income tax 
assets and liabilities at October 29, 2017 and October 30, 2016 
in millions of dollars follows: 














2017 2016 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities Assets Liabilities 

Other postretirement 

benefit liabilities ................. $2,011 $ 2,19] 
Lease transactions.................. $ 933 $ 817 
Tax loss and tax credit 

carryforwards.............:+0sseee 677 661 
Accrual for sales allowances..... 680 592 
Tax over book depreciation ...... 569 578 
Pension liability — net ............. 420 706 
Foreign unrealized losses......... Z 472 
Accrual for employee benefits... 141 133 
Share-based compensation...... 116 152 
Goodwill and other 

intangible assets ................ 130 89 
Allowance for credit losses....... 107 88 
Deferred compensation........... 59 50 
Undistributed foreign earnings... 21 30 
Other items <2 .cecsesenevastontsedacs 432 172 47] 175 
Less valuation allowances ........ (620) (1,029) 
Deferred income tax assets 

and liabilities .................... $4,030 $1,825 $4,487 $1,689 











Deere & Company files a consolidated federal income tax return 
in the U.S., which includes the wholly-owned financial services 
subsidiaries. These subsidiaries account for income taxes 
generally as if they filed separate income tax returns. 

At October 29, 2017, certain tax loss and tax credit 
carryforwards of $677 million were available with $209 million 
expiring from 2018 through 2037 and $468 million with an 
indefinite carryforward period. 

A reconciliation of the total amounts of unrecognized tax 
benefits at October 29, 2017, October 30, 2016, and 
November 1, 2015 in millions of dollars follows: 











2017. 2016 2015 
Beginning of year balance........................ $198 $229 $213 
Increases to tax positions taken 
during the current year ............:ssseeeeeeeees 35 14 32 
Increases to tax positions taken 
during prior years ............eeeeeeeeeeeeeeeeeeees 13 11 29 
Decreases to tax positions taken 
during prior years ...........eeeeeeeeeeeeeeeeeeeees (17) (36) (15) 
Decreases due to lapse of statute 
Of MIMITAt ONS cccvid teacctmimonteesctataatesietaaes (11) (7) (11) 
Settlements ............cccccccceeceeeceeeeeeeeeeeeeeees (1) (5) (6) 
Foreigm exchange ..ii:.s:csisec-snccenncenneeeteveeeen 4 (8) (13) 
End of year balance......................seeees $221 $198 $229 











The amount of unrecognized tax benefits at October 29, 2017 
and October 30, 2016 that would affect the effective tax rate if 
the tax benefits were recognized was $86 million and 

$81 million, respectively. The remaining liability was related to 
tax positions for which there are offsetting tax receivables, or 
the uncertainty was only related to timing. The company expects 
that any reasonably possible change in the amounts of 
unrecognized tax benefits in the next twelve months would not 
be significant. 


The company files its tax returns according to the tax laws of the 
jurisdictions in which it operates, which includes the U.S. federal 
jurisdiction and various state and foreign jurisdictions. The U.S. 
Internal Revenue Service has completed the examination of the 
company’s federal income tax returns for periods prior to 2009. 
The years 2009 through 2014 federal income tax returns are 
currently under examination. Various state and foreign income 
tax returns, including major tax jurisdictions in Canada and 
Germany, also remain subject to examination by taxing 
authorities. 


The company’s policy is to recognize interest related to income 
taxes in interest expense and interest income and recognize 
penalties in selling, administrative and general expenses. During 
2017, 2016, and 2015, the total amount of expense from 
interest and penalties was $6 million, none, and $23 million and 
the interest income was $6 million, none, and $3 million, 
respectively. At October 29, 2017 and October 30, 2016, the 
liability for accrued interest and penalties totaled $66 million and 
$68 million, respectively, and there was no receivable for interest 
at either year-end. 
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9. OTHER INCOME AND OTHER OPERATING EXPENSES 


The major components of other income and other operating 


expenses consisted of the following in millions of dollars: 








Consolidated retained earnings at October 29, 2017 include 
undistributed earnings of the unconsolidated affiliates of 
$123 million. Dividends from unconsolidated affiliates were 
$4 million in 2017, $64 million in 2016 (see Note 5), and 

















2017 2016 2015 $1 million in 2015. 

Other income In the ordinary course of business, the company purchases and 
Revenues from Services ..........0esceeeceee $ 288 $ 270 $ 280 — sells components and finished goods to the unconsolidated 
Insurance premiums and fees earned** ... 211 195 173 affiliated companies. Transactions with unconsolidated affiliated 
SiteOne investment gains” .......-...0 375 75 companies reported in the statement of consolidated income in 
Investment incoMe..............ceeeeees 17 16 26 millions of dollars follow: 
Othe hcccci ca cteeasvas pecisecguaneexncauancseedeatad 230 190 228 

MOtal lsisdccsnierdanatanatsnedeavaretenenedecarmetes $1,121 $ 746 $ 707 2017 2016 2015 
Other operating expenses ING@ESALES ceca cncecnozescusit daessnceententetasare $ 84 $ 45 $ 37 
Depreciation of equipment on operating Purchases .......0.0..cccecceeseseeeseceeeeeee sees 1,33] 1,016 1,284 

I@ASES oeiegsccgtcrepadentce sates eensailedeasaen’e $ 853 $ 742 $ 577 
Insurance claims and expenses** ........... 187 188 183 11. MARKETABLE SECURITIES 
Cost Of Services «0.0... ee eee 168 162 160 All marketable securities are classified as available-for-sale, with 
tne Pseccccacnenamvay ag tecsecaaneaenesuanadieuwates 109 163 4] unrealized gains and losses shown as a component of 

Total sisad sins Secieagis tecture dathaummenaonanaes $1,317 $1,255 § 961 stockholders’ equity. Realized gains or losses from the sales of 








* — See Note 5. 
** Primarily related to extended warranties (see Note 22). 


10. UNCONSOLIDATED AFFILIATED COMPANIES 


Unconsolidated affiliated companies are companies in which 
Deere & Company generally owns 20 percent to 50 percent of 
the outstanding voting shares. Deere & Company does not 
control these companies and accounts for its investments in 
them on the equity basis. The investments in these companies 
primarily consist of Bell Equipment Limited (31 percent 
ownership), Deere-Hitachi Construction Machinery Corporation 
(50 percent ownership), and Deere-Hitachi Maquinas de 
Construcao do Brasil S.A. (50 percent ownership). In 2017, the 
company sold its interest in SiteOne (see Note 5). The 
unconsolidated affiliated companies primarily manufacture or 
market equipment. Deere & Company’s share of the income or 
loss of these companies is reported in the consolidated income 
statement under “Equity in income (loss) of unconsolidated 
affiliates.’’ The investment in these companies is reported in the 
consolidated balance sheet under “Investments in 
unconsolidated affiliates.” 





Combined financial information of the unconsolidated affiliated 
companies in millions of dollars follows: 














Operations 2017 2016 2015 
SACS grates usa tn cent eeateniesd aastwinesstses $2,638 $3,206 $3,290 
Net inCOMe 20.2... cece eeeeeeeeeceeeeneeeeeeees 7 30 23 
Deere & Company's equity in 

net income (lOSS) ...........0..00ccceeeeeeeee (24) (2) ] 
Financial Position 2017 2016 
Mita lyaSSOts cc ctecsectencnass asees teukesartetentecte eciatedaa $1,488 $2,201 
Total external borrowingS ............:csceeeeeeeeeeeeeeeees 45] 909 
Total net assets. .:i2.cysecceeisaccessccnteacsueeepaeeaeeestens 542 677 
Deere & Company's share of the net assets ........... 182 233 





marketable securities are based on the specific identification 
method. 


The amortized cost and fair value of marketable securities at 
October 29, 2017 and October 30, 2016 in millions of dollars 
follow: 























Gross Gross 
Amortized Unrealized Unrealized Fair 
Cost Gains Losses Value 
2017 

Equity fund... $ 37 SI $ 48 
Fixed income fund.............. 15 15 

U.S. government debt 
S@CUTItieS ........ eee eee 76 ] 77 
Municipal debt securities ..... 39 ] $ 39 
Corporate debt securities ..... 133 3 ] 135 
International debt securities 22 2 20 
Mortgage-backed securities* 119 2 118 
Marketable securities ........ $44] $ 17 $ 6 $452 

2016 

Equity fund......... ee $ 40 §$ 5 §$ 45 
Fixed income fund.............. 15 15 

U.S. government debt 
Se@CUTItieS ........ eee eee 85 3 88 
Municipal debt securities ..... 4] 2 43 
Corporate debt securities ..... 113 5 118 
International debt securities 39 § 5 34 
Mortgage-backed securities* 109 2 11 
Marketable securities ........ $442 s Iv §$ 5 $454 











* Primarily issued by U.S. government sponsored enterprises. 








The contractual maturities of debt securities at October 29, 
2017 in millions of dollars follow: 





Amortized Fair 





Cost Value 
Due in one year or less wo. ee $ 26 $ 25 
Due after one through five years..............ceeee 11 110 
Due after five through 10 years .............eseeeeeeee 83 84 
Due after 10 years .........eeeeeeeeeeeeeeeeeeteeeeneeeees 50 52 
Mortgage-backed securities ..............:ccseeeeeeeees 119 118 
Debt securities ..........000 ee $ 389 $ 389 





Actual maturities may differ from contractual maturities because 
some securities may be called or prepaid. Because of the 
potential for prepayment on mortgage-backed securities, they 
are not categorized by contractual maturity. Proceeds from the 
sales of available-for-sale securities were $403 million in 2017, 
$62 million in 2016, and $120 million in 2015. Realized gains 
were $275 million in 2017 (see Note 5), and not significant in 
2016 and 2015. Realized losses, the increase (decrease) in net 
unrealized gains or losses, and unrealized losses that have been 
continuous for over twelve months were not significant in 2017, 
2016, and 2015. Unrealized losses at October 29, 2017 and 
October 30, 2016 were primarily the result of an increase in 
interest rates and were not recognized in income due to the 
ability and intent to hold to maturity. There were no significant 
impairment write-downs in the periods reported. 


12. RECEIVABLES 


Trade Accounts and Notes Receivable 
Trade accounts and notes receivable at October 29, 2017 and 
October 30, 2016 in millions of dollars follows: 








2017 2016 

Trade accounts and notes: 
Agriculture and turf..........eeeeeeeeeeeeeeeeeeeteneeeeees $2,991 $2,438 
Construction and forestry .............eceeeeeeeeeeeeeees 934 573 
Trade accounts and notes receivable — net.......... $3,925 $3,011 











At October 29, 2017 and October 30, 2016, dealer notes 
included in the previous table were $140 million and 

$143 million, and the allowance for credit losses was $56 million 
and $50 million, respectively. 


The equipment operations sell a significant portion of their trade 
receivables to financial services and provide compensation to 
these operations at approximate market rates of interest. 


Trade accounts and notes receivable primarily arise from sales of 
goods to independent dealers. Under the terms of the sales to 
dealers, interest is primarily charged to dealers on outstanding 
balances, from the earlier of the date when goods are sold to 
retail customers by the dealer or the expiration of certain 
interest-free periods granted at the time of the sale to the 
dealer, until payment is received by the company. Dealers cannot 
cancel purchases after the equipment is shipped and are 
responsible for payment even if the equipment is not sold to 


retail customers. The interest-free periods are determined based 
on the type of equipment sold and the time of year of the sale. 
These periods range from one to twelve months for most 
equipment. Interest-free periods may not be extended. Interest 
charged may not be forgiven and the past due interest rates 
exceed market rates. The company evaluates and assesses 
dealers on an ongoing basis as to their creditworthiness and 
generally retains a security interest in the goods associated with 
the trade receivables. In certain jurisdictions, the company is 
obligated to repurchase goods sold to a dealer upon cancellation 
or termination of the dealer's contract for such causes as 
change in ownership and closeout of the business. 


Trade accounts and notes receivable have significant 
concentrations of credit risk in the agriculture and turf sector 
and construction and forestry sector as shown in the previous 
table. On a geographic basis, there is not a disproportionate 
concentration of credit risk in any area. 


Financing Receivables 
Financing receivables at October 29, 2017 and October 30, 2016 
in millions of dollars follow: 
































2017 2016 
Unrestricted/Securitized Unrestricted/Securitized 
Retail notes: 
Agriculture and turf .......... $15,200 $ 3,651 $14,152 $4,615 
Construction and forestry... 2,297 599 2,201 620 
TO tall serene secs a aaite Santas 17,497 4,250 16,353 5,235 
Wholesale notes...............6- 3,653 3,971 
Revolving charge accounts..... 3,629 3,135 
Financing leases (direct and 
sales-type) ..........ceeeeeeeeee 1,613 1,326 
Total financing receivables 26,392 4250 24,785 5,235 
Less: 
Unearned finance income: 
Retail notes ..............0 972 78 812 94 
Financing leases ........... 142 109 
TOtal sesstissnsdscudeeguerace 1,114 78 921 94 
Allowance for credit losses 174 13 162 14 
Financing receivables—net $25,104 $ 4,159 $23,702 $5,127 











The residual values for investments in financing leases at 
October 29, 2017 and October 30, 2016 totaled $244 million 
and $156 million, respectively. 


Financing receivables have significant concentrations of credit 
risk in the agriculture and turf sector and construction and 
forestry sector as shown in the previous table. On a geographic 
basis, there is not a disproportionate concentration of credit risk 
in any area. The company generally retains as collateral a 
security interest in the equipment associated with retail notes, 
wholesale notes, and financing leases. 
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Financing receivables at October 29, 2017 and October 30, 2016 
related to the company’s sales of equipment that were included 
in the table above consisted of the following in millions of 
dollars: 





2017 2016 





Unrestricted Unrestricted 





Retail notes*: 


Agriculture and turf... $2,099 $1,896 
Construction and forestry ............20 368 336 
Total soesnesdeastindeadeies ede tdbeteeds 2,467 2,232 
Wholesale notes ............::::00:ceee 3,653 3,97] 
Sales-type leases .............ccseeeeeeeeeeeeeees 763 648 
TO bal i cdidseactieemacns ait Haasan 6,883 6,851] 
Less: 
Unearned finance income: 
Retail MOLES ...:cwsasis ednweane Dteeensi 231 202 
Sales-type leases 0.0.0... 53 42 
TOtal iassiczostionnentethtce guancndaes 284 244 
Financing receivables related to the 
company’s sales of equipment......... $6,599 $6,607 














* These retail notes generally arise from sales of equipment by company-owned 
dealers or through direct sales. 





Financing receivable installments, including unearned finance 
income, at October 29, 2017 and October 30, 2016 are 
scheduled as follows in millions of dollars: 





2017 2016 





Unrestricted/Securitized Unrestricted/Securitized 





Due in months: 





OS Teese itistcsctceicteesge $13,237. $ 2,027 $12,835 $ 2,269 
V3 S Dirac cchoutadieneae 5,056 1,256 4,760 1,536 
DSB Gives cnhebiceysley sey 3,708 672 3,386 931 
BU Ge eivishencucteiuetss 2,518 243 2,219 408 
BO = GO vactcstinsteanlanes 1,398 50 1,18] 84 
Thereafter ............0...8 475 2 404 i 
TOtaleetett esac er cin anee $26,392 $4250 $24,785 $ 5,235 











The maximum terms for retail notes are generally seven years for 
agriculture and turf equipment and five years for construction 
and forestry equipment. The maximum term for financing leases 
is generally five years, while the average term for wholesale 
notes is less than twelve months. 


At October 29, 2017 and October 30, 2016, the unpaid balances 
of receivables administered but not owned were $10 million and 
$15 million, respectively. At October 29, 2017 and October 30, 
2016, worldwide financing receivables administered, which 
include financing receivables administered but not owned, 
totaled $29,273 million and $28,844 million, respectively. 


Past due balances of financing receivables still accruing finance 
income represent the total balance held (principal plus accrued 
interest) with any payment amounts 30 days or more past the 


contractual payment due date. Non-performing financing 
receivables represent loans for which the company has ceased 
accruing finance income. These receivables are generally 

120 days delinquent and the estimated uncollectible amount, 
after charging the dealer's withholding account, has been 
written off to the allowance for credit losses. Finance income for 
non-performing receivables is recognized on a cash basis. 
Accrual of finance income is generally resumed when the 
receivable becomes contractually current and collections are 


reasonably assured. 


An age analysis of past due financing receivables that are still 
accruing interest and non-performing financing receivables at 
October 29, 2017 and October 30, 2016 follows in millions of 





















































dollars: 
30-59 60-89 90 Days 
Days Days orGreater Total 
Past Due Past Due Past Due Past Due 
2017 
Retail Notes: 
Agriculture and turf ........ $118 $ 54 $49 $221 
Construction and forestry 75 33 39 147 
Other: 
Agriculture and turf ........ 27 14 7 48 
Construction and forestry 11 6 2 19 
Tall. 2. f:ishigetle eae dade. $23] $107 $97 $435 
Total Total 
Total Non- Financing 
Past Due Performing Current Receivables 
Retail Notes: 
Agriculture and turf ......... $221 $173, $17,508 $17,902 
Construction and forestry 147 30 2,618 2,795 
Other: 
Agriculture and turf ......... 48 12 7,610 7,670 
Construction and forestry 19 5 1,059 1,083 
TOU gests ti detussenndetens $435 $220 $28,795 29,450 
Less allowance for credit losses... eee 187 
Total financing receivables — net ....................:::ceeeeeeeeeee $29,263 
30-59 60-89 90 Days 
Days Days  orGreater Total 
Past Due Past Due Past Due Past Due 
2016 
Retail Notes: 
Agriculture and turf........ $115 $ 57 $ 65 $237 
Construction and forestry 78 32 25 135 
Other: 
Agriculture and turf........ 26 1] 6 43 
Construction and forestry 10 5 4 19 
TO tal sii. oon seed diah oes ow $229 $105 $100 $434 











(continued) 








Total Teisl receivables outstanding at October 29, 2017 and October 30, 
Total Non- Financing 2016, respectively. In addition, at October 29, 2017 and 
Past Due Performing Current Receivables October 30, 2016, the company’s financial services operations 
had $155 million and $162 million, respectively, of deposits 




















Sie i ae 6237 -$191.-—«$17,526 $17,954 primarily withheld from dealers and merchants available for 
Construction and forestry 135 35 2,558 2,728 potential credit losses. 

Other: Financing receivables are considered impaired when it is 
Agriculture and turf......... 43 9 7,286 7,338 probable the company will be unable to collect all amounts due 
Construction and forestry 19 9 957 985 according to the contractual terms. Receivables reviewed for 

Total....-ccccsecccesedesteene $434 $244 $28,327 29,005 impairment generally include those that are either past due, or 
leases Mas sora Ba hea nese 176 have provided bankruptcy notification, or require significant 
a ee age re collection efforts. Receivables that are impaired are generally 
Total financing receivables — net....................ceceeeeeeeeeeees $28,829 classified as non-performing. 











An analysis of the impaired financing receivables at October 29, 
An analysis of the allowance for credit losses and investment in 2017 and October 30, 2016 follows in millions of dollars: 


financing receivables follows in millions of dollars: 












































































































































Unpaid Average 
Revolving Recorded Principal Specific Recorded 
Retail © Charge Investment Balance Allowance Investment 
Notes Accounts Other Total 
2017* 
2017 Receivables with specific 
Allowance: allowance** ............ $ 36 $ 33 $ 10 $ 30 
Beginning of year balance ........ $ 113 $ 40 $ 23 $ 176 Receivables without a 
Hagen sduldibahi nadine elias dane 46 33 9 88 specific allowance***.... 28 27 24 
Write-offs.......... ee 56 53 7 116 
coe ea Sa i ie ei ec sere eee $ 64 $ 6 $ 10 §$ 54 
Translation adjustments........ (2) (2) Agriculture and turf ...... $ 49 $ 46 $ 10 $ 38 
End of year balance*............... $ 121 $ 40 $ 26 $ 187 Construction and 
Financing receivables: forestry... $ 15 $ 14 $ 16 
End of year balance..............6. $20,697 $3,629 $5,124 $29,450 2016* 
Balance individually evaluated... $86 $ 3 $ 20 $ 109  Recavableswithspecic = gg 8g 
2016 Receivables without a 
Allowance: specific allowance*** .... 29 27 26 
Beginning of year balance ........ $ 95 $ 40 $ 22 $ 157 
Arcee 2 inaiion Hes a6 : ay hth eines: 6.60 55° ao FES 
Write-offs .........cccceeceeeeee eee (43) (55) (5) (103) Agriculture and turf ...... $ 33 $ 30 $s 8 $ 27 
Recoveries Seeesecisisteteeeeticee ill 19 ] 3] Cancticton and 
Mifatistatieny cial SUnerttsip as z y Foresty ...esssseeeseseee $27 6 2 Ss 7 § 28 
End of year balance*............... $ 113 $ 40 $ 23 $ 176 a ’ 
Finance income recognized was not material. 
Financing receivables: ** Primarily retail notes. 
End of year balance................. $20,682 $3,135 $5,188 $29,005  *** Primarily retail notes and wholesale receivables. 
Balance individually evaluated... $ 108 $ 8 $ 20 $ 136 A troubled debt restructuring is generally the modification of 
2015 debt in which a creditor grants a concession it would not 
Allowance: otherwise consider to a debtor that is experiencing financial 
Beginning of year balance ........ $ 109 $ 41 $ 25 6 175. difficulties. These modifications may include a reduction of the 
PrOVISION ...--.ooccccccccecececceeee 22 2] 3 46 stated interest rate, an extension of the maturity dates, a 
Write-offs.............cc cece (26) (37) (4) (67) reduction of the face amount or maturity amount of the debt, 
RECOVETICS ....0eececeseeeeeeceeeeee 10 15 ] 26 or a reduction of accrued interest. During 2017, 2016, and 
Translation adjustments........ (20) (3) (23) 2015, the company identified 474, 167, and 107 financing 
End of year balance® ..........2.0.. $ 95 § 40 § 22 § 157 receivable contracts, primarily retail notes, as troubled debt 
; ; restructurings with aggregate balances of $16 million, 
cess eee $21,567 $2,740 $5,494 $29,801 ene a eae on ne en 
million, and $7 million post-modification, respectively. In 
Balance individually evaluated... $ 40 $6 $ 46 = 2017, there were $3 million of troubled debt restructurings that 
* Individual allowances were not significant. subsequently defaulted and were written off. In 2016 and 2015, 
there were no significant troubled debt restructurings that 
Past-due amounts over 30 days represented 1.48 percent and subsequently defaulted and were written off. At October 29, 
1.50 percent of the receivables financed at October 29, 2017 2017, the company had commitments to lend approximately 
and October 30, 2016, respectively. The allowance for credit $12 million to borrowers whose accounts were modified in 


losses represented .64 percent and .61 percent of financing troubled debt restructurings. 
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Other Receivables 
Other receivables at October 29, 2017 and October 30, 2016 
consisted of the following in millions of dollars: 





2017 


$ 876 
ONE L vaccvindieesetiieaptine senceecmeansameccen ngs stegasdingynentne 324 317 


$1,200 $1,019 


2016 














13. SECURITIZATION OF FINANCING RECEIVABLES 


The company, as a part of its overall funding strategy, 
periodically transfers certain financing receivables (retail notes) 
into VIEs that are SPEs, or non-VIE banking operations, as part 
of its asset-backed securities programs (securitizations). The 
structure of these transactions is such that the transfer of the 
retail notes did not meet the accounting criteria for sales of 
receivables, and is, therefore, accounted for as a secured 
borrowing. SPEs utilized in securitizations of retail notes differ 
from other entities included in the company’s consolidated 
statements because the assets they hold are legally isolated. 
Use of the assets held by the SPEs or the non-VIEs is restricted 
by terms of the documents governing the securitization 
transactions. 


In these securitizations, the retail notes are transferred to 
certain SPEs or to non-VIE banking operations, which in turn 
issue debt to investors. The debt securities issued to the third 
party investors result in secured borrowings, which are recorded 
as ‘Short-term securitization borrowings” on the consolidated 
balance sheet. The securitized retail notes are recorded as 
“Financing receivables securitized — net’’ on the balance sheet. 
The total restricted assets on the balance sheet related to these 
securitizations include the financing receivables securitized less 
an allowance for credit losses, and other assets primarily 
representing restricted cash. For those securitizations in which 
retail notes are transferred into SPEs, the SPEs supporting the 
secured borrowings are consolidated unless the company does 
not have both the power to direct the activities that most 
significantly impact the SPEs’ economic performance and the 
obligation to absorb losses or the right to receive benefits that 
could potentially be significant to the SPEs. No additional 
support to these SPEs beyond what was previously contractually 
required has been provided during the reporting periods. 


In certain securitizations, the company consolidates the SPEs 
since it has both the power to direct the activities that most 
significantly impact the SPEs’ economic performance through its 
role as servicer of all the receivables held by the SPEs, and the 
obligation through variable interests in the SPEs to absorb 
losses or receive benefits that could potentially be significant to 
the SPEs. The restricted assets (retail notes securitized, 
allowance for credit losses, and other assets) of the 
consolidated SPEs totaled $2,631 million and $2,718 million at 
October 29, 2017 and October 30, 2016, respectively. The 
liabilities (short-term securitization borrowings and accrued 
interest) of these SPEs totaled $2,571 million and $2,655 million 
at October 29, 2017 and October 30, 2016, respectively. The 
credit holders of these SPEs do not have legal recourse to the 
company’s general credit. 


In certain securitizations, the company transfers retail notes to 
non-VIE banking operations, which are not consolidated since 
the company does not have a controlling interest in the entities. 
The company’s carrying values and interests related to the 
securitizations with the unconsolidated non-VIEs were restricted 
assets (retail notes securitized, allowance for credit losses and 
other assets) of $478 million and $663 million at October 29, 
2017 and October 30, 2016, respectively. The liabilities 
(short-term securitization borrowings and accrued interest) were 
$454 million and $616 million at October 29, 2017 and 

October 30, 2016, respectively. 


In certain securitizations, the company transfers retail notes into 
bank-sponsored, multi-seller, commercial paper conduits, which 
are SPEs that are not consolidated. The company does not 
service a significant portion of the conduits’ receivables, and 
therefore, does not have the power to direct the activities that 
most significantly impact the conduits’ economic performance. 
These conduits provide a funding source to the company (as 
well as other transferors into the conduit) as they fund the retail 
notes through the issuance of commercial paper. The company’s 
carrying values and variable interest related to these conduits 
were restricted assets (retail notes securitized, allowance for 
credit losses, and other assets) of $1,155 million and 

$1,861 million at October 29, 2017 and October 30, 2016, 
respectively. The liabilities (short-term securitization borrowings 
and accrued interest) related to these conduits were $1,096 
million and $1,729 million at October 29, 2017 and October 30, 
2016, respectively. 





The company’s carrying amount of the liabilities to the 
unconsolidated conduits, compared to the maximum exposure 
to loss related to these conduits, which would only be incurred 
in the event of a complete loss on the restricted assets, was as 
follows at October 29 in millions of dollars: 








2017 
Carrying value of liabilities... ee $1,096 
Maximum exposure to lOSS ...........eceeeeeeeeeeeeeteeeeeeeeeeeeeeteees 1,155 





The total assets of unconsolidated VIEs related to securitizations 
were approximately $40 billion at October 29, 2017. 


The components of consolidated restricted assets related to 
secured borrowings in securitization transactions at October 29, 
2017 and October 30, 2016 were as follows in millions of 
dollars: 








2017 2016 
Financing receivables securitized (retail notes) ..... $4172 $5,141 
Allowance for credit losses.............cc.c0ccceeeeeeeees (13) (14) 
ONE aSSOtS secncesencceasenenantenarcansencasemenganccuetneas 105 115 








$4,264 $5,242 

















The components of consolidated secured borrowings and other 
liabilities related to securitizations at October 29, 2017 and 
October 30, 2016 were as follows in millions of dollars: 





2017 +2016 


Short-term securitization borrowings .............:.0006 $4,119 $4,998 
Accrued interest on borrowings ............::eseeeeeeeeeees 2 2 


Total liabilities related to 
restricted securitized assets...................00..00... 





$4,121 $5,000 








The secured borrowings related to these restricted securitized 
retail notes are obligations that are payable as the retail notes 
are liquidated. Repayment of the secured borrowings depends 
primarily on cash flows generated by the restricted assets. Due 
to the company’s short-term credit rating, cash collections from 
these restricted assets are not required to be placed into a 
segregated collection account until immediately prior to the time 
payment is required to the secured creditors. At October 29, 
2017, the maximum remaining term of all securitized retail notes 
was approximately five years. 

14. EQUIPMENT ON OPERATING LEASES 

Operating leases arise primarily from the leasing of John Deere 
equipment to retail customers. Initial lease terms generally range 
from 12 to 60 months. Net equipment on operating leases at 
October 29, 2017 and October 30, 2016 consisted of the 
following in millions of dollars: 








2017 2016 

Equipment on operating leases: 
Agriculture and turf... $5,385 $4,758 
Construction and forestry ............eeeeeeeeeeteeeeeeee 1,209 1,144 
Equipment on operating leases — net ................. $6,594 $5,902 





The equipment is depreciated on a straight-line basis over the 
term of the lease. The accumulated depreciation on this 
equipment was $1,315 million and $1,054 million at October 29, 
2017 and October 30, 2016, respectively. The corresponding 
depreciation expense was $853 million in 2017, $742 million in 
2016, and $577 million in 2015. 


Future payments to be received on operating leases totaled 
$2,051 million at October 29, 2017 and are scheduled in millions 
of dollars as follows: 2018 — $878, 2019 — $602, 2020 — $347, 
2021 — $182, and 2022 — $42. 


At October 29, 2017 and October 30, 2016, the company’s 
financial services operations had $52 million and $68 million, 
respectively, of deposits withheld from dealers available for 
potential losses on residual values. 


15. INVENTORIES 


Most inventories owned by Deere & Company and its U.S. 
equipment subsidiaries are valued at cost, on the “‘last-in, 
first-out” (LIFO) basis. Remaining inventories are generally valued 
at the lower of cost, on the “first-in, first-out” (FIFO) basis, or 
net realizable value. The value of gross inventories on the LIFO 
basis represented 61 percent of worldwide gross inventories at 
FIFO value at both October 29, 2017 and October 30, 2016, 
respectively. The pretax favorable income effect from the 
liquidation of LIFO inventory during 2016 was approximately 

$4 million. If all inventories had been valued on a FIFO basis, 
estimated inventories by major classification at October 29, 2017 








and October 30, 2016 in millions of dollars would have been as 
follows: 








2017 2016 

Raw materials and supplies .......00000 ee $1,688 $1,369 
Work-in-PrOCesS ........:::eeeeeeeeeeeeeeeeeeeeeeeeeeeeenneneeees 495 453 
Finished goods and parts ...........::ccseeeeeeeeeeeeeeeeeeeees 3,182 2,976 
Total FIFO value... eee ceeeereeeees 5,365 4,798 
Less adjustment to LIFO value ...........eeeceeeeeeerereeee 1,461 1,457 
IVENEOMIES ies catthcatcice teecebead ee acsteterbean caged $3,904 $3,341 





16. PROPERTY AND DEPRECIATION 


A summary of property and equipment at October 29, 2017 and 
October 30, 2016 in millions of dollars follows: 





Useful Lives* 



































(Years) 2017. 2016 
Equipment Operations 
WANG! tis ctuha Sitasiagstoatnec, peabonehuledte, $ 122$ 119 
Buildings and building equipment ........ 22 3,396 3,230 
Machinery and equipment ................. 11 5,378 5,180 
Dies, patterns, tools, etc. ......... eee 8 1,647 1,604 
AMOHGR aceasta bortosidinceosiaegebisaaendes 5 942 893 
Construction in progress ..............0008 358 370 
TOtal At:COStscscscscessiditnasniintleeen’s 11,843 11,396 
Less accumulated depreciation ............ 6,826 6,277 
TO tal rca tizatecotndy tetas nar wteadeitataes genet 5,017 5,119 
Financial Services 
IAG) sesstanceareeanceveseeaxsetacsn tkaarestes 4 4 
Buildings and building equipment ........ 26 74 73 
AUPOMOR sccai.dsscandeacreceesavetiastag Gaver 6 38 36 
TOtall ACOSE: gests tees otatenn shawls 116 113 
Less accumulated depreciation ............ 65 61 
VOtalld: ci setetai cate shakceacmtactaanmaenars 51 52 








Property and equipment-net ............. 














* Weighted-averages 





Total property and equipment additions in 2017, 2016, and 
2015 were $602 million, $674 million, and $666 million and 
depreciation was $726 million, $701 million, and $692 million, 
respectively. Capitalized interest was $3 million, $3 million, and 
$6 million in the same periods, respectively. The cost of leased 
property and equipment under capital leases of $40 million and 
$33 million and accumulated depreciation of $15 million and 
$16 million at October 29, 2017 and October 30, 2016, 
respectively, is included in property and equipment. 


Capitalized software has an estimated useful life of three years. 
The amounts of total capitalized software costs, including 
purchased and internally developed software, classified as 
“Other Assets” at October 29, 2017 and October 30, 2016 were 
$1,078 million and $1,035 million, less accumulated amortization 
of $826 million and $770 million, respectively. Capitalized 
interest on software was $1 million and $3 million at October 29, 
2017 and October 30, 2016, respectively. Amortization of these 
software costs in 2017, 2016, and 2015 was $118 million, 

$102 million, and $103 million, respectively. 


The cost of compliance with foreseeable environmental 
requirements has been accrued and did not have a material 
effect on the company’s consolidated financial statements. 
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17. GOODWILL AND OTHER INTANGIBLE ASSETS — NET 


The changes in amounts of goodwill by operating segments 
were as follows in millions of dollars: 





Agriculture Construction 




















and Turf and Forestry Total 

Goodwill at November 1, 2015......... $227 $ 499 $ 726 
Acquisitions® .............:cssseeeeeeeeeeeees 95 95 
Translation adjustments and other .... ] (6) (5) 
Goodwill at October 30, 2016 .......... 323 493 816 
ACQUISITIONS” rss vs.ceeaunecsencgeniecboueaten 193 193 
Translation adjustments and other .... 5 19 24 
Goodwill at October 29, 2017 ........ $521 $512 $ 1,033 
* See Note 4. 








There were no accumulated impairment losses in the reported 
periods. 


The components of other intangible assets are as follows in 
millions of dollars: 





Useful Lives* 





(Years) 2017 2016 
Amortized intangible assets: 
Customer lists and relationships ............... 1] $ 42 $ 42 
Technology, patents, trademarks, and other 13 139 131 
Total atiCOSt jasc se eatitvisentetcianataione 181 173 
Less accumulated amortization** ............. 86 69 
TOt Al ssiicioniessnoucbacgaioesnteessweanners enbnness 95 104 
Unamortized intangible assets: 
In-process research and development*** ... 123 
Other intangible assets — net ..............00.... $218 $104 





* Weighted-averages 

** Accumulated amortization at 2017 and 2016 for customer lists and 
relationships was $17 million and $11 million and technology, patents, 
trademarks, and other was $69 million and $58 million, respectively. 

***See Note 4. 





Other intangible assets are stated at cost less accumulated 
amortization. The amortization of other intangible assets in 
2017, 2016, and 2015 was $18 million, $15 million, and 

$10 million, respectively. The estimated amortization expense for 
the next five years is as follows in millions of dollars: 2018 — $16, 
2019 — $15, 2020 — $12, 2021 — $9, and 2022 - $9. 


18. TOTAL SHORT-TERM BORROWINGS 


Total short-term borrowings at October 29, 2017 and 
October 30, 2016 consisted of the following in millions of 
dollars: 












































2017. 2016 
Equipment Operations 
Notes payable to banks ..............:ccceeeeeeeeeeeeeeeeeeeees $ 221$ 164 
Long-term borrowings due within one year............... 154 85 
TOtals sis.cihiietine set sd ued Mads adobe 375 249 
Financial Services 
Commercial paper..............:::eeeeeeeeeeeeeeeeeeeeeeeeeeneees 3,439 1,253 
Notes payable to banks ..............:cceeeeeeeeeeeeeeeeeeeeees 157 151 
Long-term borrowings due within one year™ ............. 6,064 5,258 
WOtall cs steers setae ne recateraseica ss cacenenmecececetanaas 9,660 6,662 
Short-term borrowings ...................:::ceeeseeeeeeeeeees 10,035 6,911 
Financial Services 
Short-term securitization borrowings**................00 4119 4,998 
Total short-term borrowings.............0..000..e $14,154 $11,909 














* Includes unamortized fair value adjustments related to interest rate swaps. 
Unamortized debt issuance costs were $2 million and $1 million, respectively. 

** Includes unamortized debt issuance costs of $4 million and $5 million, 
respectively. 





The short-term securitization borrowings for financial services 
are secured by financing receivables (retail notes) on the balance 
sheet (see Note 13). Although these securitization borrowings 
are classified as short-term since payment is required if the retail 
notes are liquidated early, the payment schedule for these 
borrowings of $4,119 million, which are net of debt acquisition 
costs, at October 29, 2017 based on the expected liquidation of 
the retail notes in millions of dollars is as follows: 

2018 — $2,234, 2019 — $1,249, 2020 — $489, 2021 — $146, and 
2022 — $5. 


The weighted-average interest rates on total short-term 
borrowings, excluding current maturities of long-term 
borrowings, at October 29, 2017 and October 30, 2016 were 
1.8 percent and 1.6 percent, respectively. 


Lines of credit available from U.S. and foreign banks were $7,878 
million at October 29, 2017. At October 29, 2017, $4,061 million of 
these worldwide lines of credit were unused. For the purpose of 
computing the unused credit lines, commercial paper, and 
short-term bank borrowings, excluding secured borrowings and the 
current portion of long-term borrowings, were primarily considered 
to constitute utilization. Included in the total credit lines at 

October 29, 2017 were 364-day credit facility agreements of 
$1,750 million, expiring in February 2018, and $750 million, expiring 
in October 2018. In addition, total credit lines included long-term 
credit facility agreements of $2,500 million, expiring in April 2021, 
and $2,500 million, expiring in April 2022. The agreements are 
mutually extendable and the annual facility fees are not significant. 
These credit agreements require Capital Corporation to maintain its 
consolidated ratio of earnings to fixed charges at not less than 1.05 
to 1 for each fiscal quarter and the ratio of senior debt, excluding 
securitization indebtedness, to capital base (total subordinated debt 
and stockholder’s equity excluding accumulated other 
comprehensive income (loss)) at not more than 11 to 1 at the end 
of any fiscal quarter. The credit agreements also require the 
equipment operations to maintain a ratio of total debt to total 
capital (total debt and stockholders’ equity excluding accumulated 





other comprehensive income (loss)) of 65 percent or less at the end 
of each fiscal quarter. Under this provision, the company’s excess 
equity capacity and retained earnings balance free of restriction at 
October 29, 2017 was $10,965 million. Alternatively under this 
provision, the equipment operations had the capacity to incur 
additional debt of $20,364 million at October 29, 2017. All of these 
requirements of the credit agreements have been met during the 
periods included in the consolidated financial statements. 


Deere & Company has an agreement with Capital Corporation 
pursuant to which it has agreed to continue to own, directly or 
through one or more wholly-owned subsidiaries, at least 51 percent 
of the voting shares of capital stock of Capital Corporation and to 
maintain Capital Corporation's consolidated tangible net worth at not 
less than $50 million. This agreement also obligates Deere & 
Company to make payments to Capital Corporation such that its 
consolidated ratio of earnings to fixed charges is not less than 1.05 
to 1 for each fiscal quarter. Deere & Company's obligations to make 
payments to Capital Corporation under the agreement are 
independent of whether Capital Corporation is in default on its 
indebtedness, obligations or other liabilities. Further, Deere & 
Company's obligations under the agreement are not measured by the 
amount of Capital Corporation’s indebtedness, obligations or other 
liabilities. Deere & Company's obligations to make payments under 
this agreement are expressly stated not to be a guaranty of any 
specific indebtedness, obligation or liability of Capital Corporation and 
are enforceable only by or in the name of Capital Corporation. No 
payments were required under this agreement during the periods 
included in the consolidated financial statements. 


19. ACCOUNTS PAYABLE AND ACCRUED EXPENSES 
Accounts payable and accrued expenses at October 29, 2017 


and October 30, 2016 consisted of the following in millions of 
dollars: 














2017 2016 
Equipment Operations 
Accounts payable: 
Trade: Payablesiss, .tesisende diaceahavect Gade viocusets dackes $2,069 $1,598 
Dividends payable................::ssseeeeeeeeeeeeeeeeeeeeeeeeees 194 189 
ENGI cc saiian Methane saws tuaandashechaadoganeeesnadanletaban ti 164 =193 
Accrued expenses: 
Dealer sales disCOUNtS ...........:.ceeeeeeeeeeeeeeeeeeeeeeeeeees 1,559 1,371 
Product warranties ............::ccsseeeeeeeeeeeeeeeeeeeeeeeeeees 1,007. = 779 
Employee benefits: .cccsccssscccsesssveresieesssasavereeeeennentie 861 861 
Unearned revenue ..........6.....00cceeeeeeeeeeeeeeeeeeeeeeeeeees 520 8401 
ON Gls tee tics stene atts srenantasteranettatucndtte teeta attercanaa 1,344 1,269 
TOtal a cessuentivetiance aeeitasdan itasagedeedetaesbiabekas vote 7,718 6,661 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants.......... 207 = 230 
EM GN cei ia eal Sea ie erie cen exte Onataeesan d Seeactncee ss dactead 275 268 
Accrued expenses: 
Unearned revenue .............ccceeeeeeeeeeeeeeeeeeeeeeeeeeeeees 797 = 735 
Acerled iMtereSt.s.ssiisecccduentaacavnocsaczess coche ceeasiaun aed 148 «125 
Employee benefits ..............:::s:eeeeeeeeeeeeeeeeeeeeeeeeeees 55 52 
EST ea Seabd sate Seacdntines oapap ane qnanaty pe baneces Sus efeenteaeat dat 345 185 
WO tall secccsuetese totes cence aes apacrta eed ti necennceeee cans 1,827 1,595 
EliMiNAtlOMS? siccdewtssscncanatmadacainetecanseme enteheerewednnacetc 1,128 1,016 
Accounts payable and accrued expenses.................... $8,417 $7,240 














* Primarily trade receivable valuation accounts which are reclassified as accrued 
expenses by the equipment operations as a result of their trade receivables 
being sold to financial services. 





20. LONG-TERM BORROWINGS 


Long-term borrowings at October 29, 2017 and October 30, 
2016 consisted of the following in millions of dollars: 

















2017. + 2016 
Equipment Operations 
U.S. dollar notes and debentures: 
4.375% notes due 2019 00... eee ceecc cece eeceeeeee ees §$ 750 $ 750 
8-1/2% debentures due 2022.......0...0.ccccceeeeeeee ees 105 105 
2.60% notes due 2022 ............ccccceccceceeeeeeeeeeeeeees 1,000 = 1,000 
6.55% debentures due 2028 ............0.ccccceeeeeeeeeee 200 200 
5.375% notes due 2029 ...........cccceccceeeceeceeeee tees 500 500 
8.10% debentures due 2030 ............0..cceeeeeeeeee eee 250 250 
7.125% notes due 2031 20.2.0... cc cece ceeccecceeeceeeeee ees 300 300 
3,90% Notes dU@: 2042 siviccccesccessecsecsatavecsessevectes 1,250 ~=1,250 
Euro notes: 
Medium-term notes due 2020 — 2023: (principal 
€850 - 2017) Average interest rate of 
B= QOVT cosctcthauesduekvegcisaesacia ast ctantetontens cates 990 
ENE TOLES .. ccccacsaencictivrateate piacahachiestadabarn beemteawles 166 23) 
Less debt issuance COStS ..........0..c0ecceeeeeeeeeeeeeeeee 20 21 
UT Otel % cata weeeaase So asatiedhutase ena acetates Seeane cae odes 5,491 4,565 








Financial Services 
Notes and debentures: 

Medium-term notes due 2018 — 2027: (principal 
$18,678 - 2017, $17,203 - 2016) Average 
interest rates of 2.0% - 2017, 1.7% - 2016......... 

2.75% senior note due 2022: ($500 principal) 
Swapped $500 to variable interest rate of 


18,601* 17,434* 














2.0% = 2017; 1696: = 20 Giercccatsondgerecdecnelindents 502* 519* 
Other Notes ......0...0..cecceecceeceeeceseeeceeseuesseceaees 1,339 1,221 
Less debt issuance COStS ..........0..c0ccceeceeeceeeeeeeeee 42 36 

TO talltiizcciceatcnet acsesrearcste utecniadapheeadcncaa aca nienSeeeca 20,400 19,138 

Long-term borrowings**.................. ee $25,891 $23,703 














* Includes unamortized fair value adjustments related to interest rate swaps. 
** All interest rates are as of year end. 





The approximate principal amounts of the equipment operations’ 
long-term borrowings maturing in each of the next five years in 
millions of dollars are as follows: 2018 — $154, 2019 — $873, 
2020 — $451, 2021 — $4 and 2022 — $1,108. The approximate 
principal amounts of the financial services’ long-term borrowings 
maturing in each of the next five years in millions of dollars are 
as follows: 2018 — $6,050, 2019 — $5,383, 2020 — $5,056, 

2021 — $2,486, and 2022 — $3,502. 


21. LEASES 


At October 29, 2017, future minimum lease payments under 
capital leases amounted to $26 million as follows: 2018 — $10, 
2019 —$6, 2020 — $5, 2021 — $3, 2022 — $1, and later years $1. 
Total rental expense for operating leases was $167 million in 
2017, $185 million in 2016, and $200 million in 2015. At 
October 29, 2017, future minimum lease payments under 
operating leases amounted to $371 million as follows: 

2018 — $98, 2019 — $76, 2020 — $58, 2021 — $44, 2022 — $39, 
and later years $56. 


22. COMMITMENTS AND CONTINGENCIES 


The company generally determines its warranty liability by 
applying historical claims rate experience to the estimated 
amount of equipment that has been sold and is still under 
warranty based on dealer inventories and retail sales. The 
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historical claims rate is primarily determined by a review of 
five-year claims costs and current quality developments. 


The premiums for the company’s extended warranties are primarily 
recognized in income in proportion to the costs expected to be 
incurred over the contract period. The unamortized extended 
warranty premiums (unearned revenue) included in the following 
table totaled $461 million and $447 million at October 29, 2017 
and October 30, 2016, respectively. 


A reconciliation of the changes in the warranty liability and 
unearned premiums in millions of dollars follows: 








Warranty Liability/ 
Unearned Premiums 











2017 2016 
Beginning of year balance .....................000... $1,226 $1,261 
PaVyine@nts:.<.caxcsnsesuacdesnavescanertucsnttasaasmacnet tenner (743) (783) 
Amortization of premiums received...................+ (207) (202) 
Accruals for warranties .............0cccccececeeeeeeaeeee 959 758 
Premiums received .............cccccceeeeceeeeeeueeeeanees 224 18] 
Foreign exchange ...........ccceeeeeeeeeeeeeeeeeeenneneees 9 1] 
End of year balance ooo... $1,468 $1,226 











At October 29, 2017, the company had approximately $131 
million of guarantees issued primarily to banks outside the U.S. 
related to third-party receivables for the retail financing of John 
Deere equipment. The company may recover a portion of any 
required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. At 
October 29, 2017, the company had accrued losses of 
approximately $4 million under these agreements. The maximum 
remaining term of the receivables guaranteed at October 29, 
2017 was approximately five years. 


At October 29, 2017, the company had commitments of 
approximately $170 million for the construction and acquisition 
of property and equipment. At October 29, 2017, the company 
also had pledged or restricted assets of $122 million, primarily as 
collateral for borrowings and restricted other assets. In addition, 
see Note 13 for restricted assets associated with borrowings 
related to securitizations. 


The company also had other miscellaneous contingencies 
totaling approximately $70 million at October 29, 2017, for 
which it believes the probability for payment is substantially 
remote. The accrued liability for these contingencies was not 
material at October 29, 2017. 


The company is subject to various unresolved legal actions which 
arise in the normal course of its business, the most prevalent of 
which relate to product liability (including asbestos related 
liability), retail credit, employment, software licensing, patent, 
trademark, and environmental matters. The company believes 
the reasonably possible range of losses for these unresolved 
legal actions in addition to the amounts accrued would not have 
a material effect on its financial statements. 


23. CAPITAL STOCK 
Changes in the common stock account in millions were as follows: 

















Number of 

Shares Issued =Amount 
Balance at November 2, 2014 .................. 536.4 $ 3,675 
Stock options and other ..............seeeeeeees 151 
Balance at November 1, 2015 .................. 536.4 3,826 
Stock options and other ..............ceeeeees 86 
Balance at October 30, 2016 ...........0....... 536.4 3,912 
Stock options and other ..............eeeeeees 369 
Balance at October 29, 2017.................. 536.4 $ 4,281 











The number of common shares the company is authorized to 
issue is 1,200 million. The number of authorized preferred 
shares, none of which has been issued, is nine million. 


The Board of Directors at its meeting in December 2013 
authorized the repurchase of up to $8,000 million of common 
stock (60.0 million shares based on the fiscal year end closing 
common stock price of $133.25 per share). At the end of the 
fiscal year, this repurchase program had $3,260 million 

(24.5 million shares at the same price) remaining to be 
repurchased. Repurchases of the company’s common stock 
under this plan will be made from time to time, at the company’s 
discretion, in the open market. 

A reconciliation of basic and diluted net income per share 
attributable to Deere & Company follows in millions, except per 
share amounts: 






































2017. 2016=— 2015 

Net income attributable to 

Deere & Company... ee $2,159.1 $1,523.9 $1,940.0 
Less income allocable to 

participating securities ..........00... 6 i 8 
Income allocable to common stock........... $2,158.5 $1,523.2 $1,939.2 
Average shares outstanding .................65. 319.5 315.2 333.6 
Basic per share...............000 ee $ 6763 483 $ 5.81 
Average shares outstanding ................0- 319.5 315.2 333.6 
Effect of dilutive stock options ............... 3.8 1.4 2.4 

Total potential shares outstanding........ 323.3 316.6 336.0 
Diluted per share.........0.0000 ee $ 6685 481 $ 5.77 











All stock options outstanding were included in the computation 
during 2017, 2016, and 2015, except .2 million in 2017 and 
9.9 million in 2016 that had an antidilutive effect under the 
treasury stock method. 


24. STOCK OPTION AND RESTRICTED STOCK AWARDS 


The company issues stock options and restricted stock awards to 
key employees under plans approved by stockholders. Restricted 
stock is also issued to nonemployee directors for their services 
as directors under a plan approved by stockholders. Options are 
awarded with the exercise price equal to the market price and 
become exercisable in one to three years after grant. Options 
expire ten years after the date of grant. Restricted stock awards 
generally vest after three years. The compensation cost for stock 
options, service based restricted stock units, and market/service 
based restricted stock units, which is based on the fair value at 





the grant date, is recognized on a straight-line basis over the 
requisite period the employee is required to render service. The 
compensation cost for performance/service based units, which is 
based on the fair value at the grant date, is recognized over the 
employees’ requisite service period and periodically adjusted for 
the probable number of shares to be awarded. According to 
these plans at October 29, 2017, the company is authorized to 
grant an additional 11.3 million shares related to stock options 
or restricted stock. 


The fair value of each option award was estimated on the date 
of grant using a binomial lattice option valuation model. 
Expected volatilities are based on implied volatilities from traded 
call options on the company’s stock. The expected volatilities are 
constructed from the following three components: the starting 
implied volatility of short-term call options traded within a few 
days of the valuation date; the predicted implied volatility of 
long-term call options; and the trend in implied volatilities over 
the span of the call options’ time to maturity. The company uses 
historical data to estimate option exercise behavior and 
employee termination within the valuation model. The expected 
term of options granted is derived from the output of the option 
valuation model and represents the period of time that options 
granted are expected to be outstanding. The risk-free rates 
utilized for periods throughout the contractual life of the 
options are based on U.S. Treasury security yields at the time of 
grant. 





The assumptions used for the binomial lattice model to 
determine the fair value of options follow: 








2017 2016 2015 
Risk-free interest rate...... 88% —-2.5%  .23%-2.3%  .04%—-2.3% 
Expected dividends ......... 2.4% 2.8% 2.5% 
Expected volatility........... 24.0% — 24.8% 25.2% — 29.0% 23.4% — 25.7% 
Weighted-average 
volatility .......... 24.5% 26.5% 25.6% 
Expected term (in years)... 7.8—8.6 7.0 -8.6 7.2-8.2 





Stock option activity at October 29, 2017 and changes during 
2017 in millions of dollars and shares follow: 








Remaining 
Contractual Aggregate 
Exercise Term Intrinsic 
Shares Price* (Years) Value 
Outstanding at beginning of 
VOOR 3 wsidsceiouieenae aucsianciavees 17.5 $ 78.73 
Granted: eic5i5% sec noent ac tisc eaiteane 7 100.55 
FXORCISOG ecccscorcctawstnatentcesiess (6.9) 76.56 
Expired or forfeited ................ (.1) 86.81 
Outstanding at end of year .... 11.2 81.39 6.17 $581.6 
Exercisable at end of year...... 7.8 79.64 5.34 418.9 


* Weighted-averages 





The weighted-average grant-date fair values of options granted 
during 2017, 2016, and 2015 were $24.46, $16.88, and $19.67, 
respectively. The total intrinsic values of options exercised during 
2017, 2016, and 2015 were $225 million, $23 million, and 


$98 million, respectively. During 2017, 2016, and 2015, cash 
received from stock option exercises was $529 million, 

$36 million, and $172 million with tax benefits of $83 million, 
$8 million, and $36 million, respectively. 


The company granted 579 thousand, 255 thousand, and 

248 thousand restricted stock units to employees and 
nonemployee directors in 2017, 2016, and 2015, of which 465 
thousand, 113 thousand, and 122 thousand are subject to 
service based only conditions, 57 thousand, 71 thousand, and 
63 thousand are subject to performance/service based 
conditions, 57 thousand, 71 thousand, and 63 thousand are 
subject to market/service based conditions, respectively. The 
service based only units award one share of common stock for 
each unit at the end of the vesting period and include dividend 
equivalent payments. 


The performance/service based units are subject to a 
performance metric based on the company’s compound annual 
revenue growth rate, compared to a benchmark group of 
companies over the vesting period. The market/service based 
units are subject to a market related metric based on total 
shareholder return, compared to the same benchmark group of 
companies over the vesting period. The performance/service 
based units and the market/service based units both award 
common stock in a range of zero to 200 percent for each unit 
granted based on the level of the metric achieved and do not 
include dividend equivalent payments over the vesting period. 
The weighted-average fair values of the service based only units 
at the grant dates during 2017, 2016, and 2015 were $101.03, 
$79.84, and $88.66 per unit, respectively, based on the market 
price of a share of underlying common stock. The fair value of 
the performance/service based units at the grant date during 
2017, 2016, and 2015 were $93.86, $72.93, and $81.78 per 
unit, respectively, based on the market price of a share of 
underlying common stock excluding dividends. The fair value of 
the market/service based units at the grant date during 2017, 
2016, and 2015 were $129.70, $103.66, and $113.97 per unit, 
respectively, based on a lattice valuation model excluding 
dividends. 


The company’s restricted shares at October 29, 2017 and 
changes during 2017 in millions of shares follow: 


























Grant-Date 

Shares Fair Value* 
Service based only 
Nonvested at beginning of year... 3 $ 84.86 
GPaTEOG 58 snd sae ctuigs Becseecneeereeitetuanita TaGeeate Aackad 5 101.03 
MOSTC: aecascuatevshaseatiennsschsaeeests aceanestecenmeenens (.1) 86.40 
Nonvested at end of year ............:csseeeeeeeeeeeeeees J 95.90 
Performance/service and market/service based 
Nonvested at beginning of year A $ 94.88 
GPARLE ssccadisausesiawtendssnaiehead seat luncntesseas J 111.78 
Performance Change ............c00eceeeeeeeeeeeeeeeeeeees (.1) 81.53 
Nonvested at end of year .............cseeeeeeeeeeeeeeees 4 98.46 








* Weighted-averages 





55 


56 





During 2017, 2016, and 2015, the total share-based 
compensation expense was $68 million, $71 million, and 

$66 million, respectively, with recognized income tax benefits of 
$25 million, $26 million, and $25 million, respectively. At 
October 29, 2017, there was $46 million of total unrecognized 
compensation cost from share-based compensation 
arrangements granted under the plans, which is related to 
restricted shares and options. This compensation is expected to 
be recognized over a weighted-average period of approximately 
two years. The total grant-date fair values of stock options and 
restricted shares vested during 2017, 2016, and 2015 were 
$72 million, $69 million, and $74 million, respectively. 


The company currently uses shares that have been repurchased 
through its stock repurchase programs to satisfy share option 
exercises. At fiscal year end, the company had 215 million shares 
in treasury stock and 24 million shares remaining to be 
repurchased under its current publicly announced repurchase 
program (see Note 23). 


25. OTHER COMPREHENSIVE INCOME ITEMS 


The after-tax changes in accumulated other comprehensive 
income at November 2, 2014, November 1, 2015, October 30, 
2016, and October 29, 2017 in millions of dollars follow: 


Following are amounts recorded in and reclassifications out of 
other comprehensive income (loss), and the income tax effects, 
in millions of dollars: 





Before Tax After 
Tax (Expense) Tax 








Total 
Accumulated 
Unrealized Unrealized Other 
Retirement Cumulative Gain (Loss) Gain (Loss) Comprehensive 





























Benefits Translation on on Income 
Adjustment Adjustment Derivatives Investments (Loss) 

2014..... $(3,493) $ (303) $ 13 $(3,783 
Period 
Change (8 (935) $ (2) ] (946 
2015... 3,501 (1,238) (2) 12 (4,729 
Period 
Change (908 9 3 ] (897 
2016..... 4,409 (1,229) ] 1] (5,626 
Period 
Change 829 230 4 1,062 
2017..... $(3,580) $ (999) §$ 5 $10 $(4,564) 









































Amount Credit Amount 
2017 
Cumulative translation adjustment ............. $ 232 $ 2) $ 230 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss) ............... 3 1) 2 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense... 2 1) ] 
Foreign exchange contracts — Other 
operating expenses ................0:.... ] ] 
et unrealized gain (loss) on derivatives 6 2) 4 
Unrealized gain (loss) on investments: 
Unrealized holding gain (loss)................ 274 (101) 173 
Reclassification of realized (gain) loss — 
Other income ............0..c0ccceeeeeeeeeeeee (275) 101 (174) 
et unrealized gain (loss) on investments (1) (1) 
Retirement benefits adjustment: 
Pensions 
Net actuarial gain (loss) ............ee 702 (248) 454 
Reclassification through amortization 
of actuarial (gain) loss and prior 
service (credit) cost to net income:* 
Actuarial (gain) loss ..............::0000 247 (89) 158 
Prior service (credit) cost ............... 12 (4) 8 
Settlements/curtailments............... 2 (1) ] 
Health care and life insurance 
Net actuarial gain (loss) ............ee 309 (115) 194 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 
Actuarial (gain) loss ............:06 99 (36) 63 
Prior service (credit) cost ............ (77) 28 (49) 
Net unrealized gain (loss) on retirement 
benefits adjustment ...........::0:ceeee 1,294 (465) 829 
Total other comprehensive income (loss) ..... $1,531 $ (469) $1,062 








* These accumulated other comprehensive income amounts are included in net 
periodic pension and postretirement costs. See Note 7 for additional detail. 











Before Tax After 
Tax (Expense) = Tax 
Amount Credit Amount 





Before Tax After 
Tax (Expense) Tax 
Amount Credit Amount 




















2016 
Cumulative translation adjustment ............ $ 8 $ ls 9 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss)............... (2) 1 (1) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense 7 (2) 5 
Foreign exchange contracts — Other 
operating expenseS................:008. (1) (1) 
Net unrealized gain (loss) on derivatives 4 (1) 3 
Unrealized gain (loss) on investments: 
Unrealized holding gain (loss) ............... 2 2 
Reclassification of realized (gain) 
loss — Other income .............0...0ec2 ee (4) ] (3) 
Net unrealized gain (loss) on investments (2) ] (1) 
Retirement benefits adjustment: 
Pensions 
Net actuarial gain (loss) and prior 
service credit (Cost) .............00..0000 (1,141) 397 (744) 


Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 


Actuarial (gain) loss ................4. 21] (77) 134 
Prior service (credit) cost............ 16 (6) 10 
Settlements/curtailments........... 14 (4) 10 


Health care and life insurance 
Net actuarial gain (loss) and prior 
service credit (Cost) .............00:00000 (493) 178 (315) 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 





Actuarial (gain) loss ................. 73 (27) 46 
Prior service (credit) cost............ (78) 29 (49) 

Net unrealized gain (loss) on retirement 
benefits adjustment .............:::eeee (1,398) 490 (908) 





Total other comprehensive income (loss) .... $(1,388) $ 491 $ (897) 








* These accumulated other comprehensive income amounts are included in net 
periodic pension and postretirement costs. See Note 7 for additional detail. 





























2015 
Cumulative translation adjustment.............. $(938) $ 3. $(935) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss) ................ (12) 4 (8) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense ... 12 (4) 8 
Foreign exchange contracts — Other 
operating expenses .............:.:. ee (4) 2 (2) 
Net unrealized gain (loss) on derivatives ... (4) 2 (2) 
Unrealized gain (loss) on investments: 
Unrealized holding gain (loss)............... 12 (4) 8 
Reclassification of realized (gain) 
loss — Other income ............0.00cc00eeee ee (14) 5 (9) 
Net unrealized gain (loss) on investments (2) ] (1) 
Retirement benefits adjustment: 
Pensions 
Net actuarial gain (loss) and prior 
service credit (COSt)............0..0000000e (427) 15] (276) 


Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 


Actuarial (gain) loss.............. ee 223 (81) 142 
Prior service (credit) cost ............. 25 (9) 16 
Settlements/curtailments ............ 1] (4) 7 


Health care and life insurance 
Net actuarial gain (loss) and prior 
service credit (cOSt)...............00:00ee 145 (52) 93 
Reclassification through amortization of 
actuarial (gain) loss and prior service 
(credit) cost to net income:* 











Actuarial (gain) loss.............. eee 91 (34) 57 
Prior service (credit) cost ............. (77) 29 (48) 
Settlements/curtailments ............ ] ] 

Net unrealized gain (loss) on retirement 
benefits adjustment ...........::ceeeeee (8) 8) 
Total other comprehensive income (loss)...... $952) $ 6  $(946) 








* These accumulated other comprehensive income amounts are included in net 
periodic pension and postretirement costs. See Note 7 for additional detail. 








The noncontrolling interests’ comprehensive income (loss) was 
$.3 million in 2017, $(2.4) million in 2016, and $.5 million in 
2015, which consisted of net income (loss) of $.1 million in 
2017, $(2.4) million in 2016, and $.9 million in 2015 and 
cumulative translation adjustments of $.2 million in 2017, none 
in 2016, and $(.4) million in 2015. 
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26. FAIR VALUE MEASUREMENTS 


Fair value is defined as the price that would be received to sell 


an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. To 
determine fair value, the company uses various methods 
including market and income approaches. The company utilizes 
valuation models and techniques that maximize the use of 
observable inputs. The models are industry-standard models that 
consider various assumptions including time values and yield 
curves as well as other economic measures. These valuation 
techniques are consistently applied. 


Level 1 measurements consist of quoted prices in active markets 
for identical assets or liabilities. Level 2 measurements include 
significant other observable inputs such as quoted prices for 
similar assets or liabilities in active markets; identical assets or 
liabilities in inactive markets; observable inputs such as interest 
rates and yield curves; and other market-corroborated inputs. 
Level 3 measurements include significant unobservable inputs. 


The fair values of financial instruments that do not approximate 
the carrying values at October 29, 2017 and October 30, 2016 in 
millions of dollars follow: 





2017 2016 





Carrying Fair Carrying Fair 
Value Value* Value  Value* 





Financing receivables — net ......... $25,104 $24,946 $23,702 $23,564 








Financing receivables 


securitized — net... eee $ 4,159 $ 4,130 $ 5,127 $ 5,114 








Short-term securitization 
DOMOWINGS p.ccepedssnacennedesnncens $ 4, 





19 $ 4,118 $ 4,998 $ 5,005 











Long-term borrowings due within 














one year: 
Equipment operations ............ $ 54$ 1545 85 $ 80 
Financial services..............0008 6,064 6,079 5,258 5,259 
TOtall seisicssttienuieantatine sis tte $ 6,218 $ 6,233 $ 5,343 $ 5,339 
Long-term borrowings: 
Equipment operations ............ $ 5,491 $ 6,026 $ 4,565 $ 5,184 
Financial services.............:0008 20,400 20,606 19,138 19,273 





TOtall cs cc.seevssjeccucccanestevasaes $25,891 $26,632 $23,703 $24,457 


* Fair value measurements above were Level 3 for all financing receivables and 
Level 2 for all borrowings. 











Fair values of the financing receivables that were issued 
long-term were based on the discounted values of their related 
cash flows at interest rates currently being offered by the 
company for similar financing receivables. The fair values of the 
remaining financing receivables approximated the carrying 
amounts. 


Fair values of long-term borrowings and short-term 
securitization borrowings were based on current market quotes 
for identical or similar borrowings and credit risk, or on the 
discounted values of their related cash flows at current market 


interest rates. Certain long-term borrowings have been swapped 
to current variable interest rates. The carrying values of these 
long-term borrowings included adjustments related to fair value 
hedges. 


Assets and liabilities measured at October 29, 2017 and 
October 30, 2016 at fair value on a recurring basis in millions of 
dollars follow: 















































2017* 2016* 
Marketable securities 
EQUIEY TUDO 3:54 ac/erenesacsealeanentasenewasecarcanencange $ 48 $ 45 
Fixed incOME TUN +...c.2ese secenavensnesstcecavenruees 15 15 
U.S. government debt securities..............26 77 88 
Municipal debt securities..............: cc ceeeeeeeeeeees 39 43 
Corporate debt securities ............ 0: cceeeeeeeeeeeees 135 118 
International debt securities................ceeeeees 20 34 
Mortgage-backed securities** .............cseeeeeeee 118 11 
Total marketable securities........0...0..ccc.cecceeeee eee 452 454 
Other assets 
Derivatives: 
Interest rate contracts ............eecesseeeeeeeenaeeeees 116 294 
Foreign exchange contracts ............0::sssseeeeeees 108 60 
Cross-currency interest rate contracts .............. 11 2] 
Total assets*** wos. cscs ssdessseaveserseactnocsanesdtcecanessanee $ 687 S$ 829 
Accounts payable and accrued expenses 
Derivatives: 
Interest rate contracts .............cceeeeeeeeeeeeneeeees $ 131$ 29 
Foreign exchange contracts ............:00ssseeeeeeees 26 43 
Cross-currency interest rate contracts .............. ] 
Total liabilities ......... cee eeeeeeeeeeeeeeeeeeeeee tees eenneneenees $ 158 $ 72 














* All measurements above were Level 2 measurements except for Level 1 


measurements of the equity fund of $48 million and $45 million at October 29, 
2017 and October 30, 2016, respectively, the fixed income fund of $15 million 
and $15 million at October 29, 2017 and October 30, 2016, respectively, and 
U.S. government debt securities of $44 million and $53 million at October 29, 
2017 and October 30, 2016, respectively. In addition, $17 million and $28 million 
of the international debt securities were Level 3 measurements at October 29, 
2017 and October 30, 2016, respectively. There were no transfers between 

Level 1 and Level 2 during 2017 and 2016. 

Primarily issued by U.S. government sponsored enterprises. 

Excluded from this table were cash equivalents, which were carried at cost 
that approximates fair value. The cash equivalents consist primarily of money 
market funds that were Level 1 measurements. 








Fair value, recurring Level 3 measurements from 
available-for-sale marketable securities at October 29, 2017 and 
October 30, 2016 in millions of dollars follow: 














2017 +2016 
Beginning of period balance............ $ 28$ 29 
PUICNASES acieuiacdwcucs Sexadichds SeSaceuaadeceddiadie eiztadeetstudes 25 
Principal payments ..............:ceceeeeeeeeeeeeeeeeeeeeeeeeeees (13) (22) 
Change in unrealized gain (loss) ...........::::eceeeeeeeeeees 2 (4) 
End of period balance... ee $ 178 28 




















Fair value, nonrecurring measurements from impairments at 
October 29, 2017 and October 30, 2016 in millions of dollars 
follow: 





























Fair Value* Losses* 
2017 2016 2017 2016 2015 
Equipment on operating leases — net .... $ 654 5315 110 
Property and equipment — net........... $ 3] $ 13$ 10 
Investments in unconsolidated 
ANNI ALCS us. saat ct toler Sate teeta toat $ 28S 18 40$ 12 
OtMer ASSOTS csnecccexcnycetereannetdexesenens $ 184 $295 15 








* Fair value at October 29, 2017 was a Level 1 measurement, while fair values 


at October 30, 2016 were Level 3 measurements. See financing receivables 
with specific allowances in Note 12 that were not significant. See Note 5 for 
impairments. 





The following is a description of the valuation methodologies 
the company uses to measure certain financial instruments on 
the balance sheet and nonmonetary assets at fair value: 


Marketable Securities — The portfolio of investments, except for 
the Level 3 measurement international debt securities, is 
primarily valued on a market approach (matrix pricing model) in 
which all significant inputs are observable or can be derived from 
or corroborated by observable market data such as interest 
rates, yield curves, volatilities, credit risk, and prepayment 
speeds. Funds are primarily valued using the fund’s net asset 
value, based on the fair value of the underlying securities. The 
Level 3 measurement international debt securities are primarily 
valued using an income approach based on discounted cash 
flows using yield curves derived from limited, observable market 
data. 


Derivatives — The company’s derivative financial instruments 
consist of interest rate swaps and caps, foreign currency futures, 
forwards and swaps, and cross-currency interest rate swaps. The 
portfolio is valued based on an income approach (discounted 
cash flow) using market observable inputs, including swap curves 
and both forward and spot exchange rates for currencies. 


Financing Receivables — Specific reserve impairments are based 
on the fair value of the collateral, which is measured using a 
market approach (appraisal values or realizable values). Inputs 
include a selection of realizable values (see Note 12). 


Equipment on Operating Leases-Net — The impairments are based 
on an income approach (discounted cash flow), using the 
contractual payments, plus an estimate of equipment sale price at 
lease maturity. Inputs include realized sales values (see Note 5). 


Property and Equipment-Net — The impairments are measured at 
the lower of the carrying amount, or fair value. The valuations 
were based on a cost approach. The inputs include replacement 
cost estimates adjusted for physical deterioration and economic 
obsolescence (see Note 5). 





Investment in Unconsolidated Affiliates — Other than temporary 
impairments for investments are measured as the difference 
between the implied fair value and the carrying value of the 
investments. The estimated fair value for privately held entities is 


determined by an income approach (discounted cash flows), 
which includes inputs such as interest rates and margins. The 
fair value for publicly traded entities is the share price multiplied 
by the shares owned (see Note 5). 


Other Assets — The impairments are measured at the lower of 
the carrying amount, or fair value. The valuations were based on 


a market approach. The inputs include sales of comparable 
assets (see Note 5). 


27. DERIVATIVE INSTRUMENTS 





Cash Flow Hedges 
Certain interest rate and cross-currency interest rate contracts 
(swaps) were designated as hedges of future cash flows from 
borrowings. The total notional amounts of the receive-variable/ 
pay-fixed interest rate contracts at October 29, 2017 and 
October 30, 2016 were $1,700 million and $1,600 million, 
respectively. The total notional amounts of the cross-currency 
interest rate contracts were $22 million and $42 million at 
October 29, 2017 and October 30, 2016, respectively. The 
effective portions of the fair value gains or losses on these cash 
flow hedges were recorded in other comprehensive income (OCI) 
and subsequently reclassified into interest expense or other 
operating expenses (foreign exchange) in the same periods 
during which the hedged transactions affected earnings. These 
amounts offset the effects of interest rate or foreign currency 
exchange rate changes on the related borrowings. Any 
ineffective portions of the gains or losses on all cash flow 
interest rate contracts designated as cash flow hedges were 
recognized currently in interest expense or other operating 
expenses (foreign exchange) and were not material during any 
years presented. The cash flows from these contracts were 
recorded in operating activities in the statement of consolidated 
cash flows. 


The amount of gain recorded in OCI at October 29, 2017 that is 
expected to be reclassified to interest expense or other 
operating expenses in the next twelve months if interest rates or 
exchange rates remain unchanged is approximately $2 million 
after-tax. These contracts mature in up to 28 months. There 
were no gains or losses reclassified from OCI to earnings based 
on the probability that the original forecasted transaction would 
not occur. 





Fair Value Hedges 

Certain interest rate contracts (swaps) were designated as fair 
value hedges of borrowings. The total notional amounts of the 
receive-fixed/pay-variable interest rate contracts at October 29, 
2017 and October 30, 2016 were $8,661 million and 

$8,844 million, respectively. The effective portions of the fair 
value gains or losses on these contracts were offset by fair value 
gains or losses on the hedged items (fixed-rate borrowings). Any 
ineffective portions of the gains or losses were recognized 
currently in interest expense. The ineffective portions were a 
gain of $3 million and loss of $2 million in 2017 and 2016, 
respectively. The cash flows from these contracts were recorded 
in operating activities in the statement of consolidated cash 
flows. 
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The gains (losses) on these contracts and the underlying borrowings 


recorded in interest expense follow in millions of dollars: 








2017 +2016 
Interest rate CONtACTS* .... eee cece eecceeeeeeeeeeeees $ (284) $ 7 
BOMOWINGS®* o¢.ciceticd.t tenet banca tte ttteettselada tee ceass 287 (9) 


* Includes changes in fair values of interest rate contracts excluding net 
accrued interest income of $79 million and $146 million during 2017 and 
2016, respectively. 

** Includes adjustments for fair values of hedged borrowings excluding accrued 
interest expense of $243 million and $290 million during 2017 and 2016, 
respectively. 





Derivatives Not Designated as Hedging Instruments 

The company has certain interest rate contracts (swaps and 
caps), foreign exchange contracts (futures, forwards and swaps), 
and cross-currency interest rate contracts (swaps), which were 
not formally designated as hedges. These derivatives were held 
as economic hedges for underlying interest rate or foreign 
currency exposures primarily for certain borrowings and 
purchases or sales of inventory. The total notional amounts of 
the interest rate swaps at October 29, 2017 and October 30, 
2016 were $6,757 million and $6,060 million, the foreign 
exchange contracts were $8,499 million and $3,919 million, and 
the cross-currency interest rate contracts were $66 million and 
$63 million, respectively. The increase in the total notional 
amounts of foreign exchange contracts primarily relates to the 
Wirtgen acquisition, which closed on December 1, 2017 (see 
Note 30). At October 29, 2017 and October 30, 2016, there 
were also $253 million and $579 million, respectively, of interest 
rate caps purchased and the same amounts sold at the same 
capped interest rate to facilitate borrowings through 
securitization of retail notes. The fair value gains or losses from 
the interest rate contracts were recognized currently in interest 
expense and the gains or losses from foreign exchange contracts 
in cost of sales or other operating expenses, generally offsetting 
over time the expenses on the exposures being hedged. The 
cash flows from these non-designated contracts were recorded 
in operating activities in the statement of consolidated cash 
flows. 


Fair values of derivative instruments in the consolidated balance 
sheet at October 29, 2017 and October 30, 2016 in millions of 
dollars follow: 







































































2017 = 2016 
Other Assets 
Designated as hedging instruments: 
IMLGREST WatE COMPACTS ins: csieancoevecemanseotanscentedanemeas $ 74$ 268 
Cross-currency interest rate contracts ..............02.... 5 1] 
Total designated .............seeeeeeeeeeeeeeeeeeeeeeeeeeeeees 79 279 
Not designated as hedging instruments: 
Interest Tate: GOMUMACTS ssisenaicecevchmuwisadenincciancndens 42 26 
Foreign exchange contracts ...........:ccssseeeeeeeeeeeeeeees 108 60 
Cross-currency interest rate contracts ..............0..0.. 6 10 
Total not designated ..............eeceeeeeeeceeetettttree 156 96 
Total derivative assets .......... eee $ 2358 375 
Accounts Payable and Accrued Expenses 
Designated as hedging instruments: 
IMtereS tifate COMbACtS -2,.oces cre tinsacosteestwssancaca ceaulean $ 112% 10 
Total designated ............cseseeeeeeeeeeeeeeeeeeeeeeeeeeees 112 10 
Not designated as hedging instruments: 
TLERESE Wate COMPACTS ys. c.inicecdedus saw harastowisantceaviehetiny 19 19 
Foreign exchange contracts 26 43 
Cross-currency interest rate contracts ..............2.... ] 
Total not designated .............ceeceeeeeeeeetettttteree 46 62 
Total derivative liabilities .........00 ee $ 158 $ 72 

















The classification and gains (losses) including accrued interest 
expense related to derivative instruments on the statement of 
consolidated income consisted of the following in millions of 

dollars: 





2017 2016 2015 





Fair Value Hedges 
Interest rate contracts — Interest expense.......... $ (205) $153 $277 


Cash Flow Hedges 

Recognized in OCI 

(Effective Portion): 

Interest rate contracts — OCI (pretax)*............... 4 (3) (16) 
Foreign exchange contracts — OCI (pretax)* ....... (1) ] 4 


Reclassified from OCI 

(Effective Portion): 

Interest rate contracts — Interest expense” ........ (2) (7) (12) 
Foreign exchange contracts — Other expense”... (1) 


Recognized Directly in Income 





(Ineffective Portion) ..............cccceccceeceeeeeeeee ees =e ae seal 

Not Designated as Hedges 

Interest rate contracts — Interest expense” ........ $ 11 $ (1) $ (17) 

Foreign exchange contracts — Cost of sales........ (12) — (15) 97 

Foreign exchange contracts — Other expense*.... (106) 74 304 
Total not designated ...............:::eeeeeeeeeeeeeee $ (107) $ 58 $384 








* Includes interest and foreign exchange gains (losses) from cross-currency 
interest rate contracts. 
** The amounts are not significant. 





Counterparty Risk and Collateral 

Certain of the company’s derivative agreements contain credit 
support provisions that may require the company to post 
collateral based on the size of the net liability positions and 





credit ratings. The aggregate fair value of all derivatives with 
credit-risk-related contingent features that were in a net liability 
position at October 29, 2017 and October 30, 2016, was 

$132 million and $29 million, respectively. The company, due to 
its credit rating and amounts of net liability position, has not 
posted any collateral. If the credit-risk-related contingent 
features were triggered, the company would be required to post 
collateral up to an amount equal to this liability position prior to 
considering applicable netting provisions. 


Derivative instruments are subject to significant concentrations 
of credit risk to the banking sector. The company manages 
individual counterparty exposure by setting limits that consider 
the credit rating of the counterparty, the credit default swap 
spread of the counterparty, and other financial commitments 
and exposures between the company and the counterparty 
banks. All interest rate derivatives are transacted under 
International Swaps and Derivatives Association (ISDA) 
documentation. Some of these agreements include credit 
support provisions. Each master agreement permits the net 
settlement of amounts owed in the event of default or 
termination. 








Derivatives are recorded without offsetting for netting 
arrangements or collateral. The impact on the derivative assets 
and liabilities related to netting arrangements and any collateral 
received or paid at October 29, 2017 and October 30, 2016 in 
millions of dollars follows: 








Gross Amounts Netting Collateral Net 
Recognized Arrangements Received Amount 
2017 
Assets «2.22... $ 235 $ (65) $ 170 
Liabilities ......... 158 (65) 93 
2016 
Assets «0.2.2... $ 375 $ (32) $ (6) $ 337 
Liabilities ......... 72 (32) 40 





28. SEGMENT AND GEOGRAPHIC AREA DATA 


The company’s operations are presently organized and reported 


in three major business segments described as follows: 


The agriculture and turf segment primarily manufactures and 
distributes a full line of agriculture and turf equipment and 
related service parts — including large, medium and utility 
tractors; tractor loaders; combines, cotton pickers, cotton 
strippers, and sugarcane harvesters; related harvesting front-end 
equipment; sugarcane loaders and pull-behind scrapers; tillage, 
seeding and application equipment, including sprayers, nutrient 
management and soil preparation machinery; hay and forage 
equipment, including self-propelled forage harvesters and 
attachments, balers and mowers; turf and utility equipment, 
including riding lawn equipment and walk-behind mowers, golf 
course equipment, utility vehicles, and commercial mowing 
equipment, along with a broad line of associated implements; 
integrated agricultural management systems technology and 
solutions; and other outdoor power products. 


The construction and forestry segment primarily manufactures 
and distributes a broad range of machines and service parts 
used in construction, earthmoving, material handling, and timber 
harvesting — including backhoe loaders; crawler dozers and 
loaders; four-wheel-drive loaders; excavators; motor graders; 
articulated dump trucks; landscape loaders; skid-steer loaders; 
and log skidders, feller bunchers, log loaders, log forwarders, log 
harvesters, and related attachments. 


The products and services produced by the segments above are 
marketed primarily through independent retail dealer networks 
and major retail outlets. 


The financial services segment primarily finances sales and leases 
by John Deere dealers of new and used agriculture and turf 
equipment and construction and forestry equipment. In addition, 
the financial services segment provides wholesale financing to 
dealers of the foregoing equipment, finances retail revolving 
charge accounts, and offers extended equipment warranties. 


Because of integrated manufacturing operations and common 
administrative and marketing support, a substantial number of 
allocations must be made to determine operating segment and 
geographic area data. Intersegment sales and revenues represent 
sales of components and finance charges, which are generally 
based on market prices. 


Information relating to operations by operating segment in 
millions of dollars follows for the years ended October 29, 2017, 
October 30, 2016, and November 1, 2015. In addition to the 
following unaffiliated sales and revenues by segment, 
intersegment sales and revenues in 2017, 2016, and 2015 were 
as follows: agriculture and turf net sales of $39 million, 

$31 million, and $49 million, construction and forestry net sales 
of $1 million, $1 million, and $1 million, and financial services 
revenues of $244 million, $225 million, and $225 million, 
respectively. 





OPERATING SEGMENTS 2017 2016 2015 


Net sales and revenues 
Unaffiliated customers: 











Agriculture and turf net sales.......00...... $20,167 $18,487 $19,812 
Construction and forestry net sales ....... 5,718 4,900 5,963 
Total net sales... eects 25,885 23,387 25,775 
Financial services revenues ................000+ 2,935 2,694 2,591 
Other revenues” ..0........eeeeeeeeeeee eee eeeeeeees 918 563 497 
TOG i c5ciccce tues ceteazenn Seeesasaaaadteananctnntanes $29,738 $26,644 $28,863 











* Other revenues are primarily the equipment operations’ revenues for finance 
and interest income, and other income as disclosed in Note 31, net of certain 
intercompany eliminations. 





(continued) 
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OPERATING SEGMENTS 2017 2016 2015 OPERATING SEGMENTS 2017 2016 2015 
Operating profit Identifiable operating assets 
Agriculture and turf ........... $ 2,484 $ 1,700 $ 1,649 Agriculture and turf... $ 9359 $ 8405 $ 8,332 
Construction and forestry .............:: eee 337 180 528 Construction and forestry..............0. 3,212 3,017 3,295 
Financial services* ..............0ccceeceeeceeeeees 722 709 963 Financial services ..........0..c0c00eeeeeee ees 42,596 40,837 40,866 
Total operating profit Gaeceehe estes ane 3,543 2,589 3,1 40 Corporate* fase ianctel ek eoetesaystatartigave oynisiase has =sei a oasceianrreie 10,61 9 5,659 5,390 
ARE RSE TACO cose cccoc-cadscse’eccececsooes 55 48 61 TOtalsccXaccacs tapaecesGaeeacttlerencescs $ 65,786 $ 57,918 $ 57,883 
IMPONES HEX PENSE iis. sadiceranesecuseiundsauntiurnes (264) (251 (273) * Corporate assets are primarily the equipment operations’ retirement benefits, 
Foreign exchange gains (losses) from deferred income tax assets, marketable securities, and cash and cash 
equipment operations’ financing activities (12) (12 13 equivalents as disclosed in Note 31, net of certain intercompany eliminations. 
Corporate expenses — net ............ ee (192) (153) (160) : _ 
INCOME tAXCS «oe cececceseseeseeteeeeteeeeneeeee (971) (700) (840) Capital additions 
Agriculture and turf ........ ee $ 485 $ 556 $ 522 
MO tal sess vacciictctninaucousetencecae tesag tetas ahs (1,384) (1,068) (1,199) Construction and forestry ........cccccscseees 114 115 138 
Net inCOM@ .......eseceeeceeseeeeteteeeeeseeeeeees 2,159 1,521 1,941 Pinan Gla SOIMICES s, -..csass mataceacanannnsnet sen 3 3 6 
Less: Net income (loss) attributable to Teta ot Sas tt cbtses vacthndas cas Sticetashobeete $ 602 $ 674 $ 666 
noncontrolling interests............:::::0 (3 ] 








Net income attributable to Deere & 
COMPANY: ccicoenecstidsiccna eiasaemaebnensites §$ 2,159 $ 1,524 $ 1,940 








* Operating profit of the financial services business segment includes the effect 
of its interest expense and foreign exchange gains or losses. 





Interest income* 





Agriculture and turf ..........0 5 165 128 414 
Construction and forestry ............... eee ] ] 2 
Financial Services ...........:::sseseeeeeeeeeeeeeees 1,77] 1,650 = 1,687 
CONDONALC: is phct uatnnchosuntacancawmaenercitentamdny 55 48 6] 
IMECFCOMPANY se: cs eheanarccceeds me doeoneaventinedcat (268) (240) (253) 

OCA s eaitonetber ce ntesh aa ceetettee Gblanneness $ 1,575 $ 1,471 $ 1,51] 








* Does not include finance rental income for equipment on operating leases. 





Interest expense 

Agriculture and turf ............c $ 182 $ 173 $ 160 
Construction and forestry ............:.. eee 53 4h 45 
Financial services 0.0.0... 669 536 455 

















CORPONALE csinicsthehacensuasinomen eesmctenvaseneten 264 251 273 

IntercOMpany.............ceeeeeeeseeeeeeeeeeeeeeeees (268) (240) (253) 
WOtal ss. ta cconatenicnn, tuta tp awoc daha Sakeltey $ 900 $ 764 $ 680 

Depreciation* and amortization expense 

Agriculture and turf 0.0.0... $ 695 $ 667 $ 659 


bigacnitoneeed 145 136 133 
leads dutseteasce 876 757 590 


WOtal csccsitnctisn Atte: Sateen da samatecemtea est $ 1,716 $ 1,560 $ 1,382 


Construction and forestry... 
Financial services...... 














* Includes depreciation for equipment on operating leases. 





Equity in income (loss) of 
unconsolidated affiliates 





Agriculture and turf «0.00... $ 2 $ 9 $ 7 

Construction and forestry ..............0 eee (27) (13) (7) 

Financial Service ...........0cccceeceeeeeeeeeeeeees ] 2 ] 
DOtal ssesnudeenacestredentauionset ences ae selene $ (24) $ (2) $ ] 











(continued) 








Investments in unconsolidated affiliates 
Agriculture and turf 
Construction and forestry... 
Financial Services ............0ccccccceeeeeeceeeeaes 14 12. 10 

















The company views and has historically disclosed its operations 
as consisting of two geographic areas, the U.S. and Canada, and 
outside the U.S. and Canada, shown below in millions of dollars. 
No individual foreign country’s net sales and revenues were 
material for disclosure purposes. 








GEOGRAPHIC AREAS 2017 2016 2015 





Net sales and revenues 
Unaffiliated customers: 
U.S. and Canada: 


Equipment operations net sales (88%)* $15,031 $14,376 $16,498 

















Financial services revenues (79%)* ..... 2,526 2,366 2,252 

WGtall ge tase peetaccusestes tactet sn rasuesete ed 17,557. 16,742 18,750 
Outside U.S. and Canada: 

Equipment operations net sales ........ 10,854 9,011 9,277 

Financial services revenues............... 409 328 339 

11,263 9,339 9,616 

918 563 497 

TO tall sea sict ccigpesicas deetiin decane eayladuchedeante $29,738 $26,644 $28,863 








* The percentages indicate the approximate proportion of each amount that 
relates to the U.S. only and are based upon a three-year average for 2017, 
2016, and 2015. 
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GEOGRAPHIC AREAS 2017. 2016=—. 2015 
Operating profit 
U.S. and Canada: 
Equipment operations..............0.0. $ 1,724 $ 1,305 $ 1,643 
Financial services 523 55] 802 
TOtalssih cidsiuins 2,247 1,856 = 2,445 








Outside U.S. and Canada: 
Equipment operations................... 1,097 575 534 
Financial services .............0ccceeeeeeeeee 199 158 161 





1,296 733 695 








$ 3,543 $ 2,589 $ 3,140 











Property and equipment 
US. 





Sa, Janisdawint Hensel halved toleat ianaagastiarcngiartemaeee $ 2,976 $ 3,077 $ 3,098 
GehMAMY 32.0 ssterendeapiees noes ein. pet veaenwee 598 569 568 
Other countries .............cc.cecceeeeeeeeeeeeeees 1,494 1,525 1,515 

i fo) t=) (en ere $5068 $5,171 $ 5,181 











29. SUPPLEMENTAL INFORMATION (UNAUDITED) 


Common stock per share sales prices from New York Stock 
Exchange composite transactions quotations follow: 








First Second — Third Fourth 
Quarter Quarter Quarter Quarter 
2017 Market price 
High $108.06 $113.15 $128.91 $133.25 





Low $ 88.06 $107.05 $110.79 $115.44 
2016 Market price 

PGMs fesais. de nce ans cet usttesgty taceitie! $ 80.19 $ 85.68 $ 87.48 $ 88.09 
OW ese Sotecetheceet oeciaiemet ene. a: $ 71.78 $ 74.58 $ 77.71 $ 76.83 








At October 29, 2017, there were 21,242 holders of record of the 
company’s $1 par value common stock. 


Quarterly information with respect to net sales and revenues and 
earnings is shown in the following schedule. The company’s 
fiscal year ends in October and its interim periods (quarters) end 
in January, April, and July. Such information is shown in millions 
of dollars except for per share amounts. 





First Second Third Fourth 
Quarter Quarter Quarter Quarter 








2017* 
Net sales and revenues................. $5,625 $8,287 $7,808 $ 8,018 
NG Sales: i oince soit iotiuetias Ghali die tlle 4698 7,260 6,833 7,094 
GrOSS PrOfit .c..secseecsicesoues eecenecen 901 1,815 1,568 1,668 
Income before income taxes .......... 328 ~=1,169 890 767 
Net income attributable to Deere & 
COMPANY” ss veaceessravessnatanccsenes 199 808 642 510 
Per share data: 
BASIC? ws ocd ccsscecnaseenetnntesamatetiece 63 2.53 2.00 1.59 
DilWGe © seercsciticscecencdes dest eoctaaces 62 2.50 1.97 1.57 
Dividends declared ................... .60 .60 .60 .60 
Dividends paid............eeeeeeee .60 .60 .60 .60 
(continued) 





First Second Third Fourth 
Quarter Quarter Quarter Quarter 





2016* 


Net sales and revenues $5,525 $7,875 $6,724 $6,520 





Net sales ..........0..c0..00 4,769 7,107 5,861 5,650 
Gross profit ............eeeeeeeeeee teens 929 1,575 1,367 = 1,267 
Income before income taxes .......... 35] 733 705 435 
Net income attributable to Deere & 
COMPANY .......... 0c seeeeeeeeeeeeeeeeees 254 496 489 285 
Per share data: 
BASIC ........ccccececeeceeseeeseeeeeeeeees 80 1.57 1.55 9] 
DiC GD escaieoinasecangosts 80 1.56 1.55 90 
Dividends declared .60 60 .60 60 





.60 .60 .60 .60 





Net income per share for each quarter must be computed independently. As a 

result, their sum may not equal the total net income per share for the year. 

* See Note 5 for “Special Items.” 

** Presents restated first and second quarter values for the adoption of FASB 
ASU No. 2016-09, Improvements to Employee Share-Based Payment 
Accounting. Net income attributable to Deere & Company was $194 million 
and $802 million, respectively. Adjustments to basic and diluted per share 
data were not significant. 


30. SUBSEQUENT EVENTS 


A quarterly dividend of $.60 per share was declared at the Board 
of Directors meeting on December 6, 2017, payable on 
February 1, 2018 to stockholders of record on December 29, 
2017. 


On December 1, 2017, the company acquired the stock and 
certain assets of substantially all of Wirtgen Group 

Holding GmbH's (Wirtgen) business operations. Wirtgen, which 
was a privately-held international company, is the leading 
manufacturer worldwide of road construction equipment. 
Headquartered in Germany, Wirtgen has six brands across the 
road construction sector spanning processing, mixing, paving, 
compaction, and rehabilitation. Wirtgen sells products in more 
than 100 countries and has approximately 8,200 employees. The 
total cash purchase price was €4,475 million (or approximately 
US $5,327 million based on the exchange rate at the closing 
date), a portion of which has been held in escrow to secure 
certain indemnity obligations of Wirtgen. In addition to the cash 
purchase price, the company assumed substantially all liabilities 
of Wirtgen. The company financed the acquisition and the 
transaction expenses from a combination of cash and new debt 
financing. Wirtgen will be included in the company’s 
construction and forestry operating segment. Due to the recent 
closing of the acquisition, the formal process necessary to 
allocate the purchase price to the acquired assets and liabilities 
has not been completed. The purchase price allocation and 
proforma results of operations will be completed as soon as 
practicable within the measurement period. 





In November 2017, the company’s financial services operations 
entered into a retail note securitization using its bank conduit 
facility that resulted in securitization borrowings of 
approximately $985 million. 
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31. SUPPLEMENTAL CONSOLIDATING DATA 


INCOME STATEMENT 
For the Years Ended October 29, 2017, October 30, 2016, and November 1, 2015 
(In millions of dollars) 









































EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2017 2016 2015 2017 2016 2015 

Net Sales and Revenues 
NGF SACS coascs pibtonde nanan iil dng add aoblat Subataniaindge-nadsad dbagapinedbatentacheta $ 25,885.1 $ 23,387.3 $25,775.2 
Finance and interest income.................c cscs eect eee e eee teeseeneeeees 71.7 61.1 77.0 $ 2,928.2 $ 2,690.1 $ 2,557.0 
OEMS INCOME). 0: ietazediscecie Sececannet howl se wbubmenstdtsinay aestawenehoncnmaicains 1,065.0 653.7 602.7 250.9 229.0 258.9 

WOU pss eet see eine ees a, setae Retin sehen catce anual. Gam acke ames 27,021.8 24,102.1 26,454.9 3,179.1 2,919.1 2,815.9 
Costs and Expenses 
COST OF SAIS 2. asec mesenlenetadolasgectaoeuewis 18,250.8 = 20,145.2 
Research and development expenses : 1,389.1 1,425.1 
Selling, administrative and general expenses ... ; 2,262.5 2,393.8 542.3 508.5 487.3 
Interest expense 250.5 272.8 669.2 536.5 455.0 
Interest compensation to Financial Services .............cceceeeeeeeeeeeeee teens 234.5 216.6 204.8 
Other operating Expenses ............cccccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenennneees 257.0 215.7 195.0 1,246.8 1,167.0 911.7 

MOC rates tan ren caeecalnalegd setae na ene ee caue teeta dra eateceecnteaataa 24,588.8 22,585.2 24,636.7 2,458.3 2,212.0 1,854.0 
Income of Consolidated Group before Income Taxes....................... 2,433.0 1,516.9 1,818.2 720.8 707.1 961.9 
Provision for income taxes .............. 0c cece eee eee e etree eeeeeeennnaaeeeeees 726.0 459.0 509.9 245.1 241.1 330.2 
Income of Consolidated Group .................:.::ceceeeeeeeeeeeeeeeeeeeeennnnees 1,707.0 1,057.9 1,308.3 475.7 466.0 631.7 
Equity in Income (Loss) of Unconsolidated Subsidiaries and Affiliates 

PimanGlal SOMICOS!... cons: Giierarts ae cdotsencbdaeatccatuiediaestathiaeetdaachasisnes 476.9 467.6 632.9 1.2 1.6 2 

PMOL jn Peatetts oes sitien wcnenite Lngatohe naiedbida Steel Lette led antiogotetgaas goleen th (24.7) (4.0) (.3) 

TOU scstichcteteces coca ardbaetenguestetate quaacatar nie eae teureas meat 452.2 463.6 632.6 1.2 1.6 2 

Net! Income ii: cccscttoiie ui eth obi Montalneleetth Lita eubod! 2,159.2 1,521.5 1,940.9 476.9 467.6 632.9 
Less: Net income (loss) attributable to noncontrolling interests............ dl (2.4) 9 
Net Income Attributable to Deere & Company .......................0 ee $ 2,159.1 $ 1,523.9 $ 1,940.0 $ 476.9 $ 467.6 $ 632.9 














* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The ‘Equipment Operations” reflect the basis of consolidation described in Note 1 to 
the consolidated financial statements. The consolidated group data in the ‘Equipment Operations” income statement reflect the results of the agriculture and turf 
operations and construction and forestry operations. Transactions between the “Equipment Operations” and “Financial Services” have been eliminated to arrive at 
the consolidated financial statements. 


31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 





BALANCE SHEET 
As of October 29, 2017 and October 30, 2016 
(In millions of dollars except per share amounts) 






































EQUIPMENT OPERATIONS* 
2017 2016 
ASSETS 
Cash and Cash equivalents wiccs vss sncasecestecaustgss padthndsadesbiced sets aemiedacss enh seattts $ 8,168.4 $ 3,140.5 
Marketable Securities: 3 cosoctsicsaatensties anctssivantiehendeiwaa sean tasbavetadteiedeniohadeaveatagesdepennee 20.2 34.2 
Receivables from unconsolidated subsidiaries and affiliates..........0......ececeeeeeeeeeees 1,032.1 3,150.1 
Trade accounts and notes receivable — net .............cseeeeeeeeeeeeeeeeeeeeeeeeeeeeennennees 876.3 654.2 
Financing receivables — net..............cccceceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeentteeeeeeeeeeseeeeess 4 
Financing receivables securitized — net. ..........cceeeeeeeeeeeceeeeeeeeeeeenneeeeeeeeeeeeeeeeeess 
Other eC@iVab OS 2 oceccccctmteasapeds suesaieeaeeisagadseuadesnandud beteau pwaguseennponettinapaerendndene 1,045.6 855.4 
Equipment on operating leases — net............secceeeeeeeeeeeeeeeeeeeeeeeeeteteeeeeeeeeeeeeeeees 
[VERE ORES ious. draat cia veance teat mesnncantad tebe Gta ieadeaata teaqessia sate sea dqetedtaueraracnanees 3,904.1 3,340.5 
Property and equipment — net..............ccccceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeetttneeeeneeeeeeeeeees 5,017.3 5,118.5 
Investments in unconsolidated subsidiaries and affiliates ...............ccceeeeeeeeeeeeeeeees 4,812.3 4,697.0 
Gey o1 11 reeset teeter tren eer ac ere ee ener eee ete reer ert reer 1,033.3 815.7 
Other intangible-assets — Met sccsccic wesesasehectpassgicctanssdhddenbessteetsavesesdededetdacsnute 218.0 104.1 
ReTIFEMENt DEMETES: 52. ci eaccte seus cosatioadincantucuetgoeatbendtads dengatinspodeoclapatens.dd waste sueceas 538.1 93.6 
Deferred income taxes ..........eeeeeccee cece eee eeeeneeeeeeeeeeeeeeeeeeeeeeeeeeeeenenteeeeeeeteeteees 3,098.8 3,556.0 
OTMETASSOUS cer decct ages haathas See pA ants Gedhia tennis Heaaeeane vet eoelcyinstlnades Miah aSedtiae adhe ted 973.9 834.9 
Total ASSOtS csi cSiecce ne Ske spit ce eh. wb ativan gute aod a) aeamey ntectailt dane gene ciiias Manage $ 30,738.4 $ 26,395.1 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term DOMOWiNGS icc ssescesdsetani cna bntnapacesside abd ton hadi endmeaageciuaenteveeanes $ 375.5 $ 249.0 
Short-term securitization DOrrOWINGS.............ceceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnnnees 
Payables to unconsolidated subsidiaries and affiliates ............... 00s ccceeeeeeeeeeeeeeeeees 121.9 81.5 
Accounts payable and accrued expenses ............:seeeeeeeeeeeeeeeeeeeeeeeeeeenetnnneneeeetess 7,718.1 6,661.2 
Deferred income taxes ............eceeeeeee ee eneeeeeeeeeeeeeeeeeeeeeeeeeeeeeennnneneeeeeeteteeeeeenees 115.6 87.3 
Long-term DOPOWINGS «2:62.02: Fesdiaue.dacter nese suvateerentesmeceennesborsedestens aaeseaenle ve: 5,490.9 4,565.3 
Retirement benefits and other liabilities ..0....... ccc eee eeee cece ee eeeeeeteeteeeeeeeeeeeeeeeeeees 7,341.9 8,206.0 
Total liabilities a cniiccctengsamtane saesbadeynebisis Mod ata petal dase dail wehavaneae. 21,163.9 19,850.3 
Commitments and contingencies (Note 22) 
Redeemable noncontrolling interest (Note 4) ............eceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 14.0 4.0 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 
issued — 536,431,204 shares in 2017 and 2016), at paid-in amount.................. 4,280.5 3,911.8 
Common stock in treasury, 214,589,902 shares in 2017 
and 221,663,380 shares in 2016, at COSt..........cc.ccccceccceeceeeceeecsueeeeetuneeueeeuess (15,460.8) (15,677.1) 
Retained CanminGS .2sasss csc heatesnaucnde nepetatowmoandits ine singe batints Mag ndebosgtndiaciahedecndat ete 25,301.3 23,9113 
Accumulated other comprehensive income (lOSS)...........::ceeeeeeeeeeeeeeeeeeeeeeteeneeeeess (4,563.7) (5,626.0) 
Total Deere & Company stockholders’ equity..............ceeeeeeeceeeeeeeeeeeeeeeeteeeeeeeeeees 9,557.3 6,520.0 
NOMCOMEOMIMG MECN STS 2 casiescien ts cialfand cap da setansets fauthartadiea tine ates de dhigesaudoast teaencate vee 3.2 0.8 
Total:stockholders’ equity :s.2.2.2gac.ccssectenacanewdeed ontatse sia eat eneadanieaneded fe 9,560.5 6,530.8 
Total Liabilities and Stockholders’ Equity ...............0. ee $ 30,738.4 $ 26,395.1 









































FINANCIAL SERVICES 
2017 2016 
$ 1,166.5 $ 1,195.3 

431.4 419.3 
4,134.1 3,370.5 
25,104.1 23,701.9 
4,158.8 5,126.5 
1955 164.0 
6,593.7 5,901.5 
50.4 52. 
13.8 11. 
16.9 20.5 
79.8 75.5 
651.4 798.1 
$42,596.4 $40,837.1 
$ 9,659.8 $ 6,661.7 
4,118.7 4,997.8 
996.2 3,133.6 
1,827.1 1,595.2 
857.7 745.9 
20,400.4 19,137.7 
92.9 89.0 
37,952.8 36,360.9 
2,099.1 2,079.1 
2,782.0 2,670.3 
(237.5) (273.2) 
4,643.6 4,476.2 
4,643.6 4,476.2 
$42,596.4 $40,837.1 











* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The “Equipment Operations” reflect the basis of consolidation described in Note 1 
to the consolidated financial statements. Transactions between the “Equipment Operations” and ‘Financial Services’’ have been eliminated to arrive at the 


consolidated financial statements. 
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31. SUPPLEMENTAL CONSOLIDATING DATA (continued) 


STATEMENT OF CASH FLOWS 
For the Years Ended October 29, 2017, October 30, 2016, and November 1, 2015 
(In millions of dollars) 





EQUIPMENT OPERATIONS* FINANCIAL SERVICES 
2017 2016 2015 2017 2016 2015 





Cash Flows from Operating Activities 
NG E INCOME asin ethesetsiendienne senneaiegcaueaaiienaeeanck tac aneos leaicaeresneredl $ 2,159.2 $ 1,521.5 $ 1,940.9 $ 476.9 $ 467.6 $ 632.9 
Adjustments to reconcile net income to net cash provided by 

operating activities: 



























































Provision for Credit lOSSCS...........c.cccecceeeeceeeeeeeeueeeees 9.9 8.2 5.5 88.4 86.1 49.9 
Provision for depreciation and amortization 839.3 803.4 791.8 984.3 846.7 688.5 
Impairment charges ..........cceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees 2 39.8 25.4 15.3 59.7 19.5 
Gain on sale of unconsolidated affiliates and investments ............. (375.1) (74.5) 
Undistributed earnings of unconsolidated subsidiaries and affiliates (125.0) 94.0 46.6 (1.1) (1.5) (1.0) 
Provision (credit) for deferred income taxeS ..........0..c0ccceeeeeeeeeeeees (6.7) 13.2 (139.8) 106.8 269.5 121.4 
Changes in assets and liabilities: 
WAGE ECO DIES Susie's sensssauieesieenadgadsucmebnanterageaiteaatemcmuramceaanes (243.9) (175.3) 113.4 
Insurance receivables ...........c cece cee ccceecceeeeceeeeeeeeueeeeuseeeeaneees 333.4 
[VEMCOM CS 2.85.02 eutoi dsaheniar outcast ah adeees tASeatee ee (504.3) 578.4 (17.0) 
Accounts payable and accrued expenses 946.2 (169.6) (253.8) 93.9 40.6 (245.4) 
Accrued income taxes payable/receivable (122.7) 18.2 (114.5) 38.5 (11.2) (4.6) 
Retirement benefits ........0...0..cccccccceccseecee ccs eceeetueseaesteseaeees (39.2) 232.4 414.3 7.3 6.2 13.2 
UME arectcte tec tua eiucat ec sttean Gewtee ataatetecnetetet aaisauees an gedeeienad (139.5) 36.5 271.1 81.5 97.1 (25.7) 
Net cash provided by operating activities ................eeeeeeee 2,438.0 2,911.8 3,073.8 1,876.5 1,860.8 1,582.1 
Cash Flows from Investing Activities 
Collections of receivables (excluding trade and wholesale) ................ 15,963.2 15,831.4 16,266.1 
Proceeds from maturities and sales of marketable securities ... ae 297.9 81.9 700.1 106.3 87.5 160.6 
Proceeds from sales of equipment on operating leases ...............0 1,440.8 1,256.2 1,049.4 
Proceeds from sales of businesses and unconsolidated 
affiliates, net Of CaSN SOId....... cece cece cece cece eeeeeeeeeeeaeeeeaeeeeees 113.9 81.1 149.2 
Cost of receivables acquired (excluding trade and wholesale) ee (16,799.9) (15,168.2) (16,327.8) 
Purchases of marketable securities ............0..c0ccceccceeceeeceaeeeees sass (59.4) (60.0) (118.0) (111.8) (94.9) 
Purchases of property and equipment ...............::eeeeeeeeeeeeeeeees a (591.4) (641.8) (688.1) (3.5) (2.6) (5.9) 
Cost of equipment on operating leases acquired...............008 sit (3,079.8) (3,235.7) (3,043.6) 
Increase in investment in Financial Services ................00.00000 — (20.0) (28.2) (27.4) 
Acquisitions of businesses, net of cash acquired .............:eceeeeeeeeeees (284.2) (198.5) 
Decrease (increase) in trade and wholesale receivables..................... (379.9) 492.5 657.0 
111) Geena ee Oe ea oP EAE ECR En eo ne A oO (32.7) (55.2) 6.8 (26.5) 24.6 (45.1) 
Net cash used for investing activities ............... 0. sseeeeeeeeeeeees (516.5) (820.1) (68.6) (2,897.3) (826.1) (1,235.0) 
Cash Flows from Financing Activities 
Increase (decrease) in total short-term borrowingS .............0000eeeeeeees 64.5 (207.2) 211.9 1,246.1 (1,006.4) 289.7 
Change in intercompany receivables/payables _ 2,142.0 (756.0) 928.6 (2,142.0) 756.0 (928.6) 
Proceeds from long-term borrowings ...........::::ceeeeeeeeeeeeeeeeeees oe 1,107.0 173.4 6.2 7,595.2 4,897.3 5,704.8 
Payments of long-term borrowingS ...........::::sseeeeeeeeeeeeeeeeeeeeeeeeeeees (66.3) (72.8) 214.2) (5,330.7) (5,194.8) (4,649.0) 
Proceeds from issuance of COMMON StOCK ...........ccccceeccceseeceeeeeeeenes 528.7 36.0 172.) 
Repurchases of common Stock............00::seeeeeeeeeeeeeeeeeeeeeeeeeees bide (6.2) (205.4) (2,770.7) 
Capital investment from Equipment Operations .................0 uae 20.0 28.2 27.4 
Dividends paid... :.5.2.s6¢:..cicpsigisnenenesnedcdeaeteeseeeeedseceay deecaee ae (764.0) (761.3) 816.3) (365.2) (562.1) (679.6) 
Ot GF esc adeertestietcucie tarts ace dbiessts sadees ada tansaSoenisxuds ecuereseeeas aes — (54.4) (36.7) (45.4) (33.4) (28.0) (26.7) 
Net cash provided by (used for) financing activities 2,951.3 (1,830.0) = (2,527.8) 990.0 =(1,109.8) (262.0) 
Effect of Exchange Rate Changes on Cash and Cash Equivalents .... 155.1 (21.2) 146.6) 2.0 8.2 (40.7) 
Net Increase (Decrease) in Cash and Cash Equivalents .................. 5,027.9 240.5 330.8 (28.8) (66.9) 44.4 
Cash and Cash Equivalents at Beginning of Year.......................0. 3,140.5 2,900.0 2,569.2 1,195.3 1,262.2 1,217.8 
Cash and Cash Equivalents at End of Year ......................ssceeeeees $ 8,168.4 $ 3,140.5 $ 2,900.0 $ 1,166.5 $ 1,195.3 $ 1,262.2 














* Deere & Company with Financial Services on the equity basis. 


The supplemental consolidating data is presented for informational purposes. The ‘Equipment Operations” reflect the basis of consolidation described in Note 1 to 
the consolidated financial statements. Transactions between the “Equipment Operations” and ‘Financial Services” have been eliminated to arrive at the 
consolidated financial statements. 


DEERE & COMPANY 
SELECTED FINANCIAL DATA 


(Dollars in millions except per share amounts) 





2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 






































et sales and revenues...............::00 eee $29,738 $26,644 $28,863 $36,067 $37,795 $36,157 $32,013 $26,005 $23,112 $28,438 
CE SAS eal srtnnestershiniinsdncgtdnedadiaeateabusmmaliinted 25,885 23,387 25,775 32,961 34,998 33,501 29,466 23,573 20,756 25,803 
Finance and interest income... 2,/32 2,51] 2,381 2,282 92,115 1,981 1,923 1,825 1,842 2,068 
Research and development expenses............... 1,368 1,389 1,425 1,452 1,477 1,434 1,226 ~ 1,052 977 943 
Selling, administrative and general expenses ..... 3,067 92,764 2,873 3,284 3,606 3,417 3,169 2,969 2,781 2,960 
nterest CXPENSe......... eee eeeees 900 764 680 664 74) 783 759 811 1,042  ~=1,137 
CE INGOME® si: 4: Sticapistauntes dixeutienndesonserceeead 2,159 1,524 1,940 3,162 3,537 3,065 2,800 1,865 873 2,053 
Return on net sales 0.0... ee 8.3% 6.5% 7.5% 9.6% 10.1% 9.1% 9.5% 7.9% 4.2% 8.0% 
Return on beginning Deere & Company 
stockholders’ equity ........00.. ee 33.1% 22.6% 21.4% 30.8% 51.7% 45.1% 445% 38.7% 13.4% 28.7% 
Comprehensive income (loss)*.............0.0008 3,22] 627 994 2,072 5416 2,171 2,502 2,079 (1,333) 1,303 
Net income per share — basic* ............0...0 $ 6.76 $ 483 $ 5.81 $ 871 $ 9.18 $ 7.72 $ 671 $ 440 $ 2.07 $ 4.76 
—diluted*......... 6.68 4.8] 5.77 8.63 9.09 7.63 6.63 4.35 2.06 4.70 
Dividends declared per share ...............:::::00e 2.40 2.40 2.40 2.22 1.99 1.79 1.52 1.16 LZ 1.06 
Dividends paid per share..............0e 2.40 2.40 2.40 2.13 1.94 1.74 1.41 1.14 1.12 1.03 
Average number of common 
shares outstanding (in millions) — basic......... 319.5 315.2 333.6 363.0 385.3 397.1 4174 4240 422.8 431.1 
—diluted...... 323.3 3166 3360 366.1 389.2 401.5 4224 4286 4244 436.3 
Total aSS@ts®™ crcsssncascdsesisntenentesiapenneamieneane $65,786 $57,918 $57,883 $61,267 $59,454 $56,193 $48,146 $43,186 $41,023 $38,696 
Trade accounts and notes receivable — net ....... 3,925 3,011 3,051 3,278 3,758 3,799 3,295 3464 2,617 3,235 
Financing receivables — net ...........0 ee 25,104 23,702 24,809 27,422 25,633 22,159 19,924 17,682 15,255 16,017 
Financing receivables securitized — net............. 4159 5,127 4835 4602 4,153 3,618 2,905 2,238 3,108 1,645 
Equipment on operating leases — net .............. 6,594 5,902 4970 4016 3,152 2528 2,150 1,936 — 1,733 1,639 
IAVEN GOMES o.oo dcdea wid pada tas aed akeddehnacdean! 3,904 3341 3,817 4210 4,935 5,170 4371 3,063 2,397 3,042 
Property and equipment — net... 5,068 5,171 5,181 5,578 5,467 5,012 4352 3,791 4532 4,128 
Short-term borrowings:** 
Equipment operations..................c ee 375 249 464 434 — 1,080 425 529 85 490 218 
Financial Services .......00.. ee 9,660 6662 7,961 7,584 7,707 5,966 6,307 5,239 3,535 6,619 
Total sc5 cite naa: Gti enue a sitet anda ea cesar es 10,035 6911 8425 8018 8,787 6391 6,836 5,324 4,025 6,837 
Short-term securitization borrowings:** 
Financial services ............ ee 4119 4998 4585 4,553 4103 3,569 2,773 2,204 3,126 1,679 
Long-term borrowings:** 
Equipment operations............0. 5491 4,565 4,439 4619 4845 5418 3,155 3,316 3,058 1,984 
Financial Services ........... 20,400 19,138 19,336 19,699 16,673 16,970 13,764 13,424 14,232 11,880 
1 Ke) =) (epee tee tee ee reer rere 25,891 23,703 23,775 24,318 21,518 22,388 16,919 16,740 17,290 13,864 
Total Deere & Company stockholders’ equity..... 9,557 6520 6,743 9,063 10,266 6842 6800 6,290 4,819 6,533 
Book value per share™ ............ eee $ 29.70 $ 20.71 $ 21.29 $ 26.23 $ 27.46 $ 17.64 $ 16.75 $ 14.90 $ 11.39 $ 15.47 
Capital expenditures ............. ee $ 586 $ 668 $ 655 $ 1,004 $ 1,132 $ 1,360 $ 1,050 $ 795 $ 767 $ 1,117 
Number of employees (at year end)...........0000. 60,476 56,767 57,180 59,623 67,044 66,859 61,278 55,650 51,262 56,653 





* Attributable to Deere & Company. 
** Restated balances for adoption of FASB ASU No. 2015-03, Simplifying the Presentation of Debt Issuance Costs. See Note 3. 
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Deere & Company 
One John Deere Place 
Moline, Illinois 61265 
(309) 765-8000 

www. JohnDeere.com 





